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PROVIDE PERMANENT CERTIFICATES FOR LOCAL 
SERVICE AIR CARRIERS 
(Hearings on Amendments Ll and J to S. 2647) 


TUESDAY, APRIL 6, 1954 


~ Sp 
ComMMIT’ N INTERS bE AND ForetGn COMMERC! 
1} ts J) ¢ 

Che committee met at 10:09 a nul ! ll, ing G-16 

the Capit Senator J in W DVricke ‘ i i! pie (i 

Pr ent Senntlol Bi CKel Ch) hh ) Sschoe} e| I} lel i Vix \ 

nd, Johnson of Colorado, Pastore ‘and Monronev. 

Also presi t: Bertram O. W man, ¢ ef clerk: Edwin ( SW et 
ey. counsel: and Edward Jarrett st t chief clerk 

The ( HAIRMAN, The comm (lee Willi come to order. 

Lhe cor liftee IS meeting today to commence pul he hearn YS On 
Senator Pat McCarran’s omnibus aviation bill, S. 2647. This bill 
tfords the committee a much needed opportunity to consider recod 
IVihg il] Federal civil aviation legislation. 

At this point I will make a part of the record so that it can be read 
n full, S. 2647, which was introduced on January 11. 1954 

(‘The text of S. 2647 1s omitted here as it is printed in the full heat 
hgvs on that bill.) 

\t this point I will also make a part of the record the text of H. R. 


SSVS, which is identical to amendment I to Ss. 2647, and the text of 


om. . } ‘ yet 
». oto” which is identical to amendment J to S. ZOri 
[H. R. 8898, 83d Cong., 2d sess 
AN ACT To amend tion 401 (e) (2) of the Civil Aeronautics Act, as amended 


Be it enacted by the Senate and House of Representatives of the United States 


of America in Congress assembled, That section 401 (e) (2) of the Act of June 
23, 1988S, as amended (49 U. S. C. 487 (e) (2); 52 Stat. 9ST), is amended by 
idding the following 

‘(3) If any applicant who makes application for a certificate within one 


hundred and twenty days after the enactment of this section shall show that, 
from the date of enactment of this section until the date of its application, 
it or its predecessor in interest, was an air carrier furnishing, within the con- 
vy of the 
carriage of persons, property and mail, under a temporary certificate of public 
convenience and necessity issued by the Civil Aeronautics Board, continuously 





tinental limits of the United States, local or feeder service Consist 





operating as such (except as to interruptions of service over which the applicant 
or its predecessors in interest have no control) the Board, upon proof of such 
fact only, shall, unless the service rendered by such applicant for such period 
Was inadequate ond neflicient, issue a certificute or certificutes of unlimited 


duration, authorizing such applicant to engage in air transportation between 
the terminal and intermediate points within the continental limits of the United 
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States between which it, or its predecessor, so continuously operated between 
the date of enactment of this section and the date of its application.” 
Passed the House of Representatives July 19, 1954. 
Attest : 
Lyte O. Snaper, Clerk. 





AMENDMENT I To S. 2647, 8383p CONGRESS, 2D SESSION 


AMENDMENTS Intended to be proposed by Mr. McCarran to the bill (S. 2647) 
to create an independent Civil Aeronautics Authority and an independent 
Air Safety Board, viz: 


On page 37, immediately following line 18, add a new paragraph as follows: 
2) If any applicant who makes application for a certificate within one 
hundred and twenty days after the enactment of this section shall show that, 
from the date of enactment of this section until the date of its application, it or its 
predecessor in interest, was an air carrier furnishing, within the continental 
limits of the United States, local or feeder service consisting of the carriage 
of persons, property and mail, under a temporary certificate of public con- 
venience and necessity issued by the Civil Aeronautics Board, continuously operat- 
ing as such (except as to interruptions of service over which the applicant 
or its predecessors in interest have no control) the Authority, upon proof of 
such fact, only, shall, unless the service rendered by such applicant for such 
period was inadequate and inefficient, issue a certificate or certificates of un- 
limited duration, authorizing such applicant to engage in air transportation 
between the terminal and intermediate point within the continental limits of 
the United States between which it, or its predecessor, so continuously operated 
between the date of enactment of this section and the date of its application.”. 


On page 52, line 18, strike “(2)” and insert “(3)” 
( Note by Senator McCarran on committee print :) 


Amendment I represents a-proposal advanced by the local service airlines. 
It would have the effect of giving these airlines so-called “grandfather rights”. 
It would entitle them to permanent certificates upon a bare showing that they 


are operating satisfactorily under temporary certificates. 


([S. 83759, 83d Cong., 2d sess.] 


4 BILL To provide permanent certificates for local service air carriers 


Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, That subsection 301 (d) of the Civil Aero- 
nautics Act of 1958, as amended, is hereby amended by renumbering as (3) the 
present paragraph (2) thereof and inserting immediately preceding such re- 
numbered paragraph a new paragraph (2) as follows: 

“(2) If any applicant who makes application for a certificate within one 
hundred and twenty days after the enactment of this section shall show that, 
from the date of enactment of this section until the date of its application, it or 
its predecessor in interest, was an air carrier furnishing, within the continental 
limits of the United States, local or feeder service consisting of the carriage of 
persons, property and mail, under a temporary certificate of public convenience 
and necessity issued by the Civil Aeronautics Board, continuously operating 
as such (except as to interruptions of service over which the applicant or its 
predecessors in interest have no control) the Authority, if it finds that the 
applicant is fit, willing, and able to perform such transportation properly in 
conformity with the provisions of this Act and the rules, regulations, and require- 
ments of the Authority hereunder, shall, unless the service rendered by such 
applicant for such period was inadequate and inefficient, issue a certificate or 
certificates of unlimited duration, authorizing such applicant to engage in air 
transportation between the terminal and intermediate points within the con- 
tinental limits of the United States between which it, or its predecessor, so 
continuously operated between the date of enactment of this section and the date 
of its application.’ 
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AMENDMENT J To S. 2647, 83p CONGRESS, 2p SESSION 


AMENDMENTS Intended to be proposed by Mr. McCarran to the bill (S. 2647) 
to create an independent Civil Aeronautics Authority and an independent Air 
Safety Board, viz: 

On page 37, immediately following line 18, add a new paragraph as follows: 

“(2) If any applicant who makes application for a certificate within one 
hundred and twenty days after the enactment of this section shall show that, 
from the date of enactment of this section until the date of its application, it 
or its predecessor in interest, was an air carrier furnishing, within the con- 
tinental limits of the United States, local or feeder service consisting of the 
carriage of persons, property and mail, under a temporary certificate of public 
convenience and necessity issued by the Civil Aeronautics Board, continuously 
operating as such (except as to interruptions of service over which the applicant 
or its predecessors in interest have no control) the Authority, if it finds that the 
applicant is fit, willing, and able to perform such transportation properly in 
conformity with the provisions of this Act and the rules, regulations, and re- 
quirements of the Authority hereunder, shall, unless the service rendered by 
such applicant for such period was inadequate and inefficient, issue a certificate 
or certificates of unlimited duration, authorizing such applicant to engage in air 
transportation between the terminal and intermediate points within the con- 
tinental limits of the United States between which it, or its predecessor, so 
continuously operated between the date of enactment of this section and the date 
of its application.”. 

On page 52, line 18, strike “(2)” and insert “(3)” 


(Note by Senator McCarran on committee print :) 

Amendment J is an altered version of Amendment I, which would accomplish 
the same result but with the added requirement that the Authority find that the 
applieant is fit, willing, and able to perform. 

(Eprror’s Notr.—Only the portion of the hearing on S. 2647 which 
relates to amendments I and J thereto is set forth here.) 


The CHarrmMan. Senator McCarran, you are the author of S. 2647 
and amendments I and J thereto. We are delighted to have you with 
us and you may now proceed. 


STATEMENT OF HON. PAT McCARRAN, A UNITED STATES SENATOR 
FROM THE STATE OF NEVADA 


Mr. McCarran. I have offered two amendments at this point in 
the bill. They are alternatives. 

My amendment I represents a proposal advanced by the local service 
airlines. It would have the effect of giving these airlines so-called 
erandfather rights. It would entitle them to permanent certificates 
upon a bare showing that they are operating satisfactorily under tem- 
porary ce rtificates. 

My amendment J is an altered version of amendment I, and would 
accomplish the same result but with the added requirement that the 
authority find that the applicant is fit, willing, and able to perform. 

I have offered the amendment in these two alternative forms because 
I think this is a matter the committee should consider; but I do not 
want to say at this time whether either of the two forms of amend- 
ment I have offered is the best provision that can be written in this 
regard. 

Local service airlines during 1953 provided service to 355 communi- 
ties and carried almost 2 million passengers. All 14 of the local serv- 
ice airlines have had their certificates renewed once, and several have 
had two renewals. It is time, I think, that these local service airlines 
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PROVIDE PERMANENT CERTIFICATES FOR LOCAL 
SERVICE AIR CARRIERS 


TUESDAY, APRIL 27, 1954 


Unirep STATES SENATE, 
COMMITTEE ON INTERSTATE AND FOREIGN COMMERCE, 
Washington, D.C. 

Che committee met at 9:38 a. m., pursuant to recess, in room G—16 
n the Capitol, Senator John W. Bricker (chairman) presiding. 

Present: Senators Bricker (chairman), Schoeppel, and Monroney. 

Also present: Bertram O. Wissman, chief clerk, and Edward C. 
oweeney, counsel. 


Che CHamman. You may proceed, Mr. Nyrop. 


STATEMENT OF DONALD W. NYROP, WASHINGTON COUNSEL, 
CONFERENCE OF LOCAL AIRLINES 


Mr. Nyror. My name is Donald W. Nyrop. Iam the Washington 
counsel for the Conference of Local Airlines, for whom I appear here 
today. My local address is 710 Ring Building. 

The Conference of Local Airlines Is ah association mace up of the 
14 local service airlines—Allegheny Airlines, Bonanza Air Lines, 
Central Airlines, Frontier Airlines, Lake Central Airlines, Mohawk 
Airlines, North Cefitral Airlines, Ozark Air Lines, Piedmont Airlines, 
Pioneer Air Lines, Southern Airways, Southwest Airways, Trans- 
Pexas Airways, and West Coast Airlines. 

| would like to express iy appreciation and that of the 14 local 
airlines for this opportunity to discuss our problems with this com- 
mittee of Congress and to present our views on sS, 3647. We are 
very pleased that you have chosen to devote this morning’s hearing 
to the local airlines so that we may have the opportunity to present 
our concept of how the local airlines fit into our domestic civil aviation 
transport system. 

Phe local service, or feeder airlines, have come into existence since 
the end of World War LI. They are, In fact, the hew and the small 
businesses that have been established in the scheduled air transport 
industry. The oldest of these air carriers has been operating less 
than 9 vears; while the youngest carrier has been operating only 314 
years. 

In August 1943, the Civil Aeronautics Board initiated a public in- 
vestigation to determine the feasibility of extending scheduled air 
transportation to small and intermediate-size communities. By Jan- 
uary 1944 there were on file with the Board over 400 applications for 
new domestic air services. During extensive hearings before an 
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examiner of the Civil Aeronautics Board, all segments of the air 
transport industry, as well as other transportation groups, presented 
evidence. After the issuance of the examiner's re port, and oral argu- 
ment by many of the parties, the Civil Aeronautics Board, in July 
1944, announced its opinion, 

In this opinion the Board recognized the many problems involved 
in certificating a new class . air carriers to serve the intermediate 
cities, but it also recognized its compatability impos sed by the Civil 
Aeronautics Act of 1938, “to encourage the deve lopment of an air 
transportation system properly adapted tf o the present and future 
needs of the commerce of the United States, ‘ee Postal Service, and 
the national defe nse, and to encourage the development of civil aero- 
nautics generally,’ and bec: ause of this congressional directive the 
Board decided to authorize local or feeder service on an experimental 
basis. 

The Board’s action was greeted enthusiastically by hundreds of 
small aviation companies in the country. In one of the first proceed 
ings for a certificate of public convenience and necessity decided by 
the Board in 6 CAB 695. decided March 28, 1946—the Service to the 
Rocky Mountain States Area case—the Board selected and certificated 
2? out of ne: arly 20 applic ants. 

Subsequent cases were similarly vigorously presented by small com- 
panies seeking to enter the scheduled air transport industry. Over 
the following 4 years, the Board authorized 20 local service carriers 
to perform air services by granting certificates of public convenience 
and necessity. 

Each of these carriers went through the full procedure required 
by section 401 of the Civil Aeronautics Act of 1938. Each filed an 
applic ation, waited its turn on the Board’s docket, prese nted evidence 
in long and complex hearings, and argued its case to the Board. 
Each proved to the Board, as required by section 401 (d), that it was— 
fit, willing, and able properly to perform such transportation and to conform to 
the provision of this act and the rules, regulations, and requirements * * * of 
the Board. 

In each case in which certificates were awarded the Board deter- 
mined that the public convenience and necessity required the additional 
service. I must emphasize that these were not mere procedural steps, 
but were long, hard and hotly contested Board proceedings. 

In authorizing this new local air service, the Board opened the 
scheduled air transport field to new, small, independent companies 
rather than utilizing the existing trunk carriers. As the Board said 
in one of the first ec: ases—the Rocky Mountain case: 

In view of the limited traffic potentialities of the points on the new system, an 
unusual effort will be required to develop the maximum traffic. Greater effort 
and the exercise of managerial ingenuity may be expected from an independent 
local operator whose continuation in the air transportation business will be 
dependent upon the successful development of traffic on the routes and the 
operation of the service on an adequate and economical basis (6 CAB 7386-7). 

The result of certifying new local, independent airlines has proven 
the wisdom of the Board’s action. By bringing new, small businesses 
into the industry, traffic has been generated far in excess of that 
attracted by the trunks. 
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One example will demonstrate this. Johnstown, Pa., was served in 
1948 by one carrier—a trunk. In that year, peda, Pager 3,300 
passengers were served. In 1949 Allegheny Airlines, 1 of the 14 
local airlines, was certificated and began serving Johnstown, and the 
trunk service was suspended. In 1949, 7,600 passengers used Alle- 
gheny’s air service from Johnstown. In 1953, Allegheny served more 
than 20,000 passengers at Johnstown and picked up and delivered 
53,000 pounds of express and 40,000 pounds of mail. 

The CHAIRMAN. no ill of these carriers carry mail ? 

Mr. Nyrrop. Yes 

Another aaa is Duluth, Minn., which generated 9,693 passen- 
gers during the rst year of local service by North Central Airlines, 
compared with 4,552 passengers during the last year of trunk service. 

This type of LA was possible bee: ause the loeal airlines are 
devoted comple te ly to the small and intermediate-sized communities 
and have geared their flight operations and sales solicitation programs 
to fit these communities’ requirements. 

Today we have 14 local-service airlines offering air service to the 
small communities in the United States. In addition to the original 
proceeding for a certificate of pub lic convenience and necessity de- 
scribed above, all but 2 of these 14 airlines have successfully gone 
through a proceeding for the initial renewal of their certificate. 

The following chart shows the details of the local service carriers’ 
certificate authorizations and renewals. 
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While we are discussing certificates, ] would like to refer to amend 
ments IL and J to S. 2647 which Senator MeCarran has prey ously 
presented to this committee. These amendments, if enacted into the 
law, will grant to the local airlines permanent certificates the same 
type of “grandfather” rights that the Civil Aeronautics Acts of 1955 
eranted to the trunk airlines. 

Lhe presidents of the local airlines will testify in detail about the 


time-consuming renewal proceedings which the local airlines go 
through. and what a tremendous aid pern ent certifi ito} would 
be to thi segment of the industry. 

I want to emp! isize that all the local airlines fullv support Senato1 
MeCarran puUuLrpo of granting permanent ertificats to the cal 
airline Favorable action by this committe on this proposal w ll be 
a tremendous stride toward putting local an ervice in the United 
States on a sound and stro oy permanent basis 

The local airlines as an industry grou; ive bee h operati les 
than 6 vears. loday the local a rine i\ i route structure ol 
approx miately O00 miles ind serve more than 430 eities }Y 
sstates (Ove SB i}] Ol people resicle ] tive iveas served hy the 
local airline 

Of the 437 cities served, 258 cities are served exclusively. and most 
of them for the first time, by the local airlines. Cities which are 
certificated for service through a common airport, such as Parkers 
DuUure, W. Va.. and Marietta, Ohio, are listed eparately There is 
attached to my statement a list. DY States, of the cities served. Lhe 
citie With the asterisk are those served exclusively by the loeal 
url 

Lhe attached tabulation of cities served 5S S12) fic ant: To example, 
the State of Colorado today receives scheduled air service to 4 of its 


cities by the large trunk airlines; however, Frontier Airlines, a local 
airline, serves 9 cities in the State of Colorado, of which 6 cities are 
completely dependent On this local airline fon uch air service. In 
the State of Washington 21 cities have scheduled alr services: the 
bio trunk airlines serve 7 cities, while the local airline, West Coast. 
serves 20 cities In the State of Washington, of which 15 cities are 
completely dependent on the local airline Baltimore is the only CIty 
1h) Mary land that has trunk airline service: the local ser ce Operator 
in that State, Allegheny, also serves Baltimore plus SIX othe Mary- 
land cities, 

The increasing acceptance of local air service by the public has 
proven that the Board’s action in certifying these small local service 
airlines was a wise step In fostering the growth of air transportation 
in the United States so that the smaller intermediate cities could have 
the benefit of airservice. The charts below show details of the erowth 
of traffic and revenues for the local service airlines. 





10 CERTIFICATES FOR LOCAL SERVICE AIR CARRIERS 


Local service airlines traffic, 1945-53 











| i 
j | Tv : aye. 
ido Revenue Airmail, tor Express, ton-| Fre igt t, ton- rote 
passengers | miles miles | miles (inthousands) 
| 
- | = ——o 
| | 
1945 | 4 452 4,510 11, 482 202 
1946 25.118 60, ORR 24, 354 25 | 688 
1947 235, 58 167, 564 117, 523 62, 039 | 4, 682 
1948 $25, 69 361, 984 189, 550 264, 794 9, 040 
1949 683, 811 432, 628 $20, 143 435, 993 14, 328 
1950 987, 931 59, ORS 614, 134 714, 346 | 21, 480 
1951 1 2 (083 TH. 456 864. O46 884, 417 30, 709 
1952 1, 703, 730 893, O57 866, 526 1, O81, 319 35, 130 
195. 1, 998, 128 176, 003 927, 571 1, 149, 905 39, 625 
Local service airlines revenue growth, 1946-53 
Y¢ Passengers Mail oe ne Other 
1946 $314. 638 $1. 558. 614 $13, 008 | $44, 797 
1947 2, 280, 124 5, 057, 097 60, 179 150, 931 
1948 1, 666, 549 11, 282, 490 147, 159 195, 511 
1949 362, 007 14, 054, 998 252, 159 271, 466 
19 10, 302, 859 16, 384, 321 442, 046 763, 718 
19 757. 569 18. 575. 430 629, 886 
1952 ) TOR 21 1, O74 493, 661 , 87 
19 99’ 651" 768 24. 182. 057 903, 003 | 763, 760 


| 


In 1953 the local airlines carried 1,998,000 revenue passengers as 
ompared with 425,000 revenue passengers carried in 1948. The total 
| revenues in 1953, exclusive of mail pay, were approxi- 
ely $24,300,000, while in 1948 commercial revenues were only $5 

lion. ‘Thus in 6 years, the commercial revenues and the number of 
revenue passengers have increased roughly 5 times. The growth in 
the volume of airmail handled by the local carriers has increased from 
361,000 mail ton-miles in 1948 to 976,000 mail ton-miles in 1953, repre- 
senting a 160 percent increase in the airmail ton-miles for the 6-year 
period. During this 6-year period, air-express and _ air-freight 
revenues have increased approximately 5 times. Early reports from 
the first quarter of this year indicate that additional growth is being 
ittained. While we cannot reasonably expect this rapid rate of in- 
crease to continue indefinitely, there are as yet no indications that the 
peak has been reached. 


commer 


Diat 


Because subsidy has been such an important tool in developing our 

ational aviation transport system since 1926, I should like to discuss 

briefly the value of such subsidy in the past and the need for subsidy, 
reasonable amounts, in the future. 

Other witnesses who have appeared before this committee have 
spoken of the origin of the subsidy—how, as a result of long investiga- 
tions by the predecessor of this committee, there evolved a realization 
that. the afety record of an airline Was inextricably bound to its eco- 
nomic health. This was the basis for the “need” mail pay provisions 
in the Civil Aeronauties Act of 1938. 

vil av 
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The tremendous growth of 
lation that has resulted has proven the effectiveness of that 


During the past several vears there has evolved a refinement in the 
method of computing the “need mail pay” a carrier receives from the 
Federal Government, by separating the amount into compensatory 
mail pay and subsidy mail pay. 
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The committee held hearings in 1951 on the subsidy separation pro- 
posal and, in addition, employ ed a private consulting firm to assist in 
determining fair compensatory mail rates. The report of the ac- 
counting firm, Ernst & Ernst, to this committee found that the domes- 
tic airline subsidies were largely the result of providing air services to 
the smaller intermediate cities in the United States. ‘The subsidies 
paid to the airlines represented a subsidy to furnish air service to those 
smaller cities that could not generate enough commercial revenues to 
pay for the total cost of airline operations. Although paid to the 
airlines, it was the small communities which received the subsidy in 
the form of air service. 

Last year the President sent to Congress Reorganization Plan No. 
10, which provided for the se paration “of compensatory airmail pay- 
ments and subsidy payments. The President’s intention to preserve 
the basic policy of subsidy payments, while separating the payment 
into two parts, is clearly brought out in the following statement, made 
by him, in transmitting the plan to Congress. 

The policy of providing financial aid for airline development was adopted 
in the Civil Aeronautics Act of 1988, and reflects broad national interest in 
securing a system of air-transport services adequate to the needs of defense, 
commerce and the postal service. Federal aid provided under that act has con- 
tributed greatly to the rapid development of commercial air transportation dur- 
ing the past 15 years. Continued subsidy support will be required for some time 
to enable certain segments of the industry to achieve the full measure of growth 
required by the public interest. 

The great advantage of separating subsidy payments is that it 
becomes clear what portion of the total moneys paid to a carrier are 
to pay for the cost of transportation and what portion covers sub- 
sidy payments to provide the strong air transportation system en- 
visaged in the Civil Aeronautics Act of 1938. 

For the coming fiscal year 1955 the Civil Aeronautics Board has 
estimated that the subsidy payments to the local service airlines will 
be approximately $23,895,000. This is the amount which the Board 
will spend to provide air service to the 437 cities on the routes of 
the local airlines listed in the appendix which I mentioned previously. 

Recently there has been some criticism regarding the amount of 
subsidy paid to the airlines. The 10 largest domestic trunk carriers, 
operating without subsidy since 1951, are being compared with the 
other carriers operating within the United States which require 
around $25 million in subsidy. The comparison suggests that sub- 
sidized airlines are not properly running their business. That is cer- 
tainly not the case. 

First of all, the 10 major trunks have been operating approximately 
20 years. The local airlines have been in business on an average of 
only 514 years. We don’t expect a 5-year-old to have the earning 
power of a 20-year-old. We shouldn’t expect it of an airline. 

The Cuatrman. Do you expect to re: ach the time when a subsidy 
will not be necessary in the next few years ? 

Mr. Nyropr. I expect it will take 5, 8, or 10 years. 

The CuatrmMan. But you do expect to reach that point? 

Mr. Nyrrop. Yes, sir. 

Secondly, the 10 trunks have the long-haul routes which are the 
most heavily traveled in the world. The local airlines have only 
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hort hauls from the small and intermediate cities to the major cities. 
To evaluate the subsidy properly is to answer two questions; 

) What are we paving for / 
) Are we getting ow money s worth / 

he answer to the first question I have answered in part before. 
We are paying for providing air transportation for passengers, 
United States mail and freight at 437 communities. More particu 
larly, we are paying for air service for the 258 communities which are 
erved exclusively by the local airlines. 


Phe swer to the second question is not as easy to determine, but 
e 1] ortant pom| Is that these local airlines carried nearly 2 million 
passengers In 1953. Scores of small, isolated communities are now 
ked with neighboring cities by air, with a consequent increase in the 


How of commerce al a trade, 


Phe basic 1dea in Government help to transportation starting back 


th the toll roads—wa to bind the whole Nation together. [ ntil 
Y46 t Was hot pelng a ‘complished in the field of civil aviation. We 
mi ol ly one-half of a civil air tral -portation svstem—only the lara 
ties were served. ‘Today we have a complete air transportation 
tem and all the Nation is receiving air service. 


I don’t know how a value can be assigned to such an air transport 
vstem in terms of fosterine interstate commerce, national defense, 
| defense or national unity. I do know. however, that the value is 


th no direct monetary return to the United States Government. 
The 14 loeal airlines are productive sources for tax revenue for the 
United States. They collect excise taxes on transportation, pay oil 
und @as taxes, and prov ide a sizable pay roll which is subject to income 
tax In fact, in 1953 the local airlines collected nearly SH1L,4 million 
nn excise taxes. In addition, the local airlines paid $1.429.755 in 
irious taxes such as property, franchise, fuel, oil, income, and payroll 
taxes The local airlines’ pavrol] subject to the Federal income tax 


{ » 


umounted to almost 824,500,000 in 1953. 





In order to evaluate the amount of subsidy which is paid for loeal 
ervice To America’s small communit les, I have prepared the follow ing 
hart from official CAB statistics. In it are listed the important traffic 
ind revenue figures of the domestic trunk air carriers for the vear 1938. 
lhe second column shows the same figures for the Bie Four (Amerean. 
Kastern, TWA, and United). The third column shows the same 
figures for the domestic trunk carriers, excluding the Big Four. 








CERTIFICATES FOR LOCAL SERVICE AIR CARRIERS 13 


D t 
A me Big Fou ca Local 
el ( i ‘ 
1938 B | 19 
1938 
; 1 ~ 4008 > ( s HS $24 x? 0 
I \ $7, 404 ? ls st j x f S04 x ) 
} &4 ( 0 S48 $9 412. 004 $48 0). SRS 
t $F $s $164, 219 % 19 S 
I 1 4 su s » Ae s S41 
p Os sS4 ~ Ss 
I { a9 xt R2,. 419 ( Si, SS 
I 22, 890, G68 2 "4 
4 4 j ) 
Rout 4 s 
A \ I b ¥ Airway { 5 \ { A 
\ Line ) Air Cory I \ I \ \ 
4 4 N ‘ Airl I ( ( 
& Western Air, | \ir I ort | \ \ir J 
Al I I Air L \ \ Air I 
( 


I chose the vear 1988 because I think the trunk carriers were in 
roughly the same state of « levelopment then as the local airlines are 


T 


today. Of COULTSe, the bic y yr Fow Were lh a more Vivanced stave ot 
} 
il 


development than the inc stry generally. 

The most amazing See in the chart is that of revenue passengers. 
Fhe local airlines in 1953 carried 60 percent more passengers than 
ill of the trunk airlines in the United States in 1938. The local 
urlines in 1953 ecarmed six times as many passengers as the domestic 
trunk carriers in 1988 after the Bie Four passengers are excluded. 

The loeal airlines in 1953 flew almost as many revenue miles as the 
Bie Four in 1938 and more than double the revenue miles of the rest 
of the domestic trunk carriers. 

Now look at the first line, which is mail revenue. For simplicity, 
issume that it is all subsidy, which, of course, it is not. You will 
note that nearly 39 percent of the total revenue of all domestic carries 
in 1938 was mail revenue. The Big Four operating the long, heavily 
traveled anc most profitable routes received 32.4 percent of then 
revenue from subsidy. And, if you exclude the Big Four, the rest of 
the trunk airline Industry Was dependent on the United States for 
almost. 50 percent of its revenue. The percentage Is slightly more 
than for the local airlines in 1953. 

Phe purpose of this chart is to show the conditions of the trunk 
carriers When they were in a state of development comparable to the 

veal airlines ot today. That Congress enacted a wise policy in the 
Civil Aeronautics Act of 1938 is evident in the fact that domesti: 
trunk carriers, with but three exceptions, are today financially inde 
pendent and are repaying the United States handsomely in safe 
ana frequent air travel and in many other Ways. Iam confident tha 
the investment in local air service being made by Congress today 
will pay equally handsome dividends in the future. 

Before leaving the subject of subsidy, I would like to discuss the 
compensatory airmail rates. The local airlines have been placed in 
service groups IIIT, IV, V, and VI by the Civil Aeronautics Board, 
which means that they are paid for carrying airmail at rates ranging 
from 75 cents to $2.58 per ton mile. These r: ates sound like substantial 
compensation when compared with the rates for the large trunk air 
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lines that are carrying airmail for 45 cents per ton-mile and, on certain 
routes, are carrying first-class mail for 20 cents per ton-mile. 

The seemingly high compensatory rate per ton-mile which the local 
airlines receive for carrying airmail is really only a fiction. The 
local airlines do not receive any tons of airmail. The amount of 
airmail generated at the small communities served by the local air- 
lines is not Jarge—in fact, we seldom get a 10-pound sack at such 
eities. 

A local airline, with a compensatory airmail rate of 91 cents a 
ton-mile, carries this 10-pound sack of mail 150 miles (average length 
of haul) and receives only 69 cents from the Post Office Department 
as compensatory mail pay. The 69 cents ree by such a local 
carrier is approximately equal to the cost of 314 special delivery 
stamps. Even at the highest compensatory rate, $2. 58. a carrier would 
receive only $1.94 for carrying a 10-pound sack of mail 150 miles. 

In conclusion, I want to thank the chairman and the members of 
this committee again for making this opportunity available for the 
local airlines to present our statements. 

Thank you. 

he CHatrMan. Thank you very much, Mr. Nyrop. We are glad 
to see you again. 

‘The appendixes will be made a part of your record. 
Appendixes to Mr. Ny rop’s statement are as follows: 


ApPENDIX A—CITIES SERVED BY LOCAL AIRLINES’ 


Alab California—Continued California—Continued 
ngham Carmel Yreka 
*Gadsden Chico Yuba City 
Mobile *Crescent City Colorado 
luscaloosa Death Valley * Alamosa 
Arizona El Centro *Cortez 
"Ajo *Hureka Denver 
Clifton *Fort Bragg *Durango 
‘Flagstaff *Imperial Grand Junction 
Kingman *Invokern *Gunnison 
Phoenix *Laguna Beach *Monte Vista 
*Prescott Los Angeles *\Montrose 
Safford Marysville Pueblo 
Tucson Monterey Connecticut: 
Winslow Oakland None 
Yuma Oceanside Delaware: 
\rkansas: *Oxnard *Dover 
Camden Red Bluff Georgetown 
*El Dorado Redding *Rehoboth Beach 
Fort Smith Sacramento Wilmington 
Helena San Diego District of Columbia: 
Hot Springs San Francisco Washington 
Jonesboro San Jose Florida: Jacksonville 
Little Rock San Luis Obispo Georgia: 
*Magnolia *Santa Ana Albany 
*Pine Bluff *Santa Barbara *Athens 
*Stuttgart *Santa Clara Atlanta 
lexarkana Santa Cruz Columbus 
*West Helena *Sunta Maria *La Grange 
California : *Santa Rosa *Moultrie 
*Arcata *Ukiah Valdosta 
*Blythe *Ventura 
Burbank *Watsonville 


—— 
*Cities served by local airlines only 
1 Cities which are certificated for service through a common airport, such as Parkersburg, 
W. Va., and Marietta, Ohio, served by Allegheny Airlines, are listed separately. 
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Idaho 
Boise 
*Burley 
*Coeur d'Alene 
Idaho Falls 
*Lewiston 
*Moscow 
*Payette 
Pocatello 
*Rupert 
Twin Falls 
Illinois 
*Alton 
*Cairo 
*Champaign 
Chicago 
*Danville 
*Decatur 
Moline 
Peoria 
Quincy 
Rockford 
Springfield 
*Urbana 
*Wood River 
Indiana 
*Bloomington 
*Gary 
Indianapolis 
*Kokomo 
‘Lafayette 
‘Logansport 
*Marion 
*Peru 
*Richmond 
South Bend 
*West Lafayette 
Iowa: 
Burlington 
Davenport 
*Fort Madison 
*Keokuk 
Kansas: 
‘Chanute 
‘Coffeyville 
*Pittsburg 
Topeka 
Wichita 
Kentucky: 
Ashland 
*Corbin 
Lexington 
*London 
Louisville 
Paducah 
Louisiana : 
Baton Rouge 
Monroe 
New Orleans 
Shreveport 
Maine: None 
Maryland: 
saltimore 
‘Cambridge 
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or 


CITIES SERVED By LOCAL AIRLINES ‘'—Continued 


Maryland—Continued 
*Cumberland 
*Kaston 
*Hagerstown 
*Ocean City 
*Salisbury 

Massachusetts : 

Soston 
Holyoke 
Pittsfield 
Springfield 

*Westfield 
Worcester 

Michigan : 

Detroit 
*Escanaba 
Grand Rapids 
*Hancock 
*Houghton 
*Iron Mountain 
*Tronwood 
Kalamazoo 
Lansing 
*Marquette 
*Menominee 

Minnesota: 
*Alexandria 
*Bemidji 
*Brainerd 
*Chisholm 
*Duluth 
*Kergus Falls 
*Hibbing 
*International 

Minneapolis 
*St. Cloud 

St. Paul 
*Thief River Falls 
*Winona 

Mississippi : 

* Biloxi 
*Columbus 
*CGreenville 
Gulfport 
Jackson 
Laurel 
*Natchez 
*Tupelo 
*Vicksburg 

Missouri: 

"Cape Girardeau 
*Coumbia 
Hannibal 
Joplin 

Kansas City 

St. Louis 
Springfield 

Montana: Billings 

Nebraska: None 

Nevada: 

Boulder City 
*Carson City 
*Hawthorne 
Las Vegas 


Falls 


Nevada—Continued 
*Minden 
Reno 
*Tonopah 
New Hampshire: Keene 
New Jersey: 
*Asbury Park 
Atlantie City 
*Cape May 
*Long Branch 
Newark 
*Red Bank 
*Wildwood 
New Mexico: 
Albuquerque 
*Clovis 
*Farmington 
*Gallup 
Las Vegas 
Santa Fe 
*Silver City 
New York: 
Albany 
*Auburn 
Binghamton 
Buffalo 
Corning 
Elmira 
Endicott 
*Geneva 
*Ithaca 
* Jamestown 
Johnson City 
Niagara Falls 


New \ ork 
Rochester 
*Rome 


Schenectady 
Syracuse 
*Utica 
Watertown 
North Carolina: 
*Aberdeen 
Asheville 
seanufort 
Charlotte 
Durham 
Favetteville 
Greensboro 
Hendersonville 
*Hickory 
High Point 
*Kinston 
*Morehead City 
New Bern 
*Pinehurst 
Raleigh 
*Southern Pines 
Wilmington 
Winston-Salem 
North Dakota: 
Fargo 


Grand Forks 


* 





itoona 
*Bellefonte 
Bradford 
‘Butler 

Cle field 
Erie 
Franklit 
Harrisburg 
*Johnstown 
Lancaster 
*Lock Haven 
*QOil City 


*~hiladelphi: 
*Pl 
Pittsburg] 


scranton 


lipsburg 


State Colleg 
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Lubbock 
Lutkir 
Marfa 
Marsha 
McAller 
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San Antonio 
San Benito 
Snydet 


Sweet ite 


*Wisconsin 
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Port Angeles 
Y al 
Richland 
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B iefield 
Charleston 
Huntington 
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Kau Claire 
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\PPENDIX A—CITIES SERVED BY LOCAL AIRLINES Continued 
Wyoming W yoming—Continued W yoming—Continued 
Casper *Laramie *Riverton 
Cheyenne Lander *Rock Springs 
Cody *Powell *Worland 
Greybull Rawlins 


The CHareman. The next witness will be Mr. Edmund Converse, 
president of Bonanza Air Lines, Inc. 


STATEMENT OF EDMUND CONVERSE, PRESIDENT, BONANZA 
AIRLINES, INC. 


Mr. Converse. I ask your indulgence in the fact that I and the 
other local carrier presidents who follow will seem to concentrate on 
our own airlines, because that is the part of the problem we know best. 

The Cuarrman. All right, sir. You may proceed as you wish. 

Mr. Converse. I am Edmund Converse, president of Bonanza Air 
Lines, Ine. At the outset I want to take this opportunity to extend 
ny sincere oratitude and appreciation to the chairman and members 
of the Senate Interstate and Foreign Commerce Committee for this 
opportunity to appear before the committee im behalf of Bonanza 
\ir Lines and as a representative of the local service airline industry 
regarding Senator MeCarran’s Senate bill S. 2647. All of us, i am 
sure, appreciate the tremendous interest, vision, and leadership which 
Senator MeCarran has demonstrated over the past 20 years in the 
promotion and development of civil aviation in the United States. 

All of us likewise appreciate the great interest and leadership which 
his committee has demonstrated by setting down S. 2647 for full 
ind complete public hearings, study and consideration, We fee] that 
the considerable attention whi hy you are according this matter is a 
tribute to the extremely significant part that United States civil 
iViation has »ttained in the present and future welfare of the Naion. 

The Cnairman. I do not want vou to feel that the lack of the 
presence of the other members of this committee is at all significant 
of their Jack of interest in this matter. 

Mr. Converse. I understand that. 

The CHAIRMAN. They are all following the hear Ing closely. It has 
ween discussed thoroughly anda complete Ssvhopsis of the testimony 
has been prepared for each one of the Senators and will be available 
when we come to taking up the bill. 

Mr. Converse. I realize that, sir. 

Bonanza is one of America’s 14 certificated local service air carriers. 
It operates scheduled mail, passenger, freight, and express services 
over some 1.200 route-miles in the States of Nevada, California, and 
Arizona. Its present route extends from Reno, Nev. south through 
Las Vegeas to Phoenix, Ariz., and thence west to San Diego and north 
to Los Angeles. 

Between these 5 named cities Bonanza serves 11 other intermediate 
communities, which are Carson City, Hawthorne, and Tonopah, Nev. ; 
Death Valley, Calif.: Kineman, Prescott, Ajo, and Yuma, Ariz.: 
Blythe, El Centro, and Santa Ana/Laguna Beach, Calif. 

Historically, Bonanza Air Lines was incorporated in the State of 
Nevada, in 1945. After several months of charter and training-school 
operations the company commenced scheduled intrastate service be 
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tween Reno and Las Vegas under a certificate issued by the Nevada 
State Public Service Commission. These 2 cities, some 450 road-miles 
apart and having no rail connection, comprise two-thirds of the popu 

lation of the State. Operations were started with 1 leased converted 
DC—3 airplane and 17 employees. 

In od the company applied to the Civil Aeronautics Board for 
a certificate of convenience and necessity. During the processing ot 
its application the airline continued its operations, and picked up the 
ntermediate stops ot Tonopah and Hawthorne. Nev. 

In November of 1949 Bonanza was awarded its certificate by the 
CAB authorizing scheduled interstate air transportation service be- 
tween Reno, Las Vegas. and Phoenix via various intermediate cities 

Jonanza’s certificate was later amended to extend this route into 
Los Angeles from Phoenix Via Ajo. Blythe, Yuma, KE] Centro, san 
Diego, Oceanside, and Santa Ana-Laguna Beach. Within 30 days 
air-carrier operations were commenced over the entire route. 

Bonanza soon found that the 648-mile route which it was awarded 
in 1949 was too short a route over which to spre sad its fixed costs. To 
remedy this situation the company applied for the route segment 
. hoenix-San Diego-Los Angeles via several intermediate stops, as 
before noted, and was awarded this segment in 1952. Bonanza has 
been oper: iting its present comp ylete route since August L952 

sonanza is a typical local service or feeder airline in that its 
service is triple in character. It provides service between the smaller 
communities in its area; it provides service between the smaller com 
munities and their trade areas: it provides long-haul trunk service 
for the smaller communities in that it connects with the trunk carriers 
at the metropolitan centers. 

The company is proud of its record in developing the benefits of 
air transportation to an inc cadens greater number of people who 
have come to rely upon that type of se rvice. Comparisons are always 
useful for purposes of demonstrations—for instance: 1950 Bonanza 
flew 908,000 revenue miles; 1953 Bonanza flew 1,647,000 revenue miles; 
1950 Bonanza carried 4,600,000 revenue passenger miles: 1953 Bonanza 
carried 15 million revenue passenger miles. Mail, 1950, 4,844 ton- 
miles; 1953, 23,154 ton-miles; percent increase, 378. Freight, 1950, 
8,696 ton-miles ; 1953, 32,252 ton-miles; 271 percent increase. Express, 
1950, 1,887 ton-miles; 1953, 19,544 ton-miles; 936 percent increase. 

During 1953 Bonanza gave to American, United, and TWA, its 
chief connecting trunk carriers, nearly one-third of a million dollars 
In passenger revenue ($320,000) and received from them about one- 
fourth million dollars ($223,000). 

These figures indicate progress in the category of a local service 
carrier—ni amely, Bonanza’s increased used by the pub lic and the post 
office and its position as a feeder of traffic to the trunk carriers it 
serves. 

Now, what about cost to the Government for service provided é 

From time to time a great deal has been said about the subsidy re- 
quired for the local service industry. There are some significant facts 
in this connection that should be brought to the committee’s attention. 
I would like to say that we of Bonanza do not shudder at the mention 
ef the term “subsidy” as many would have us do. It is given to 


Bonanza for the direct benefit of some 4 million people to whom 
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Bonanza’s local air service is made available. That subsidy is re- 
sponsive to the need for that type of service and it is channe ‘led almost 
entirely toward the provision of that type of service by Bonanza. It 
is a subsidy designed to satisfy a great public need that could not 
ctherwise be satisfied. Bonanza is merely the medium through which 
these moneys are funneled. 

A loc al serv ice carrier’s profit is very carefully controlled and lin ited 
by the Civil Aeronautics Board. It is inte nded to be ap proximately a 
7- or 8-percent return on what is known as the recognized investment 
in Bonanza. An 8-percent return, while reasonable, is indeed a very 
optimistic expectation in this type of industry. Actually the ree ‘ords 
will show that the local service carrier industry has not experienced 
anything close to an 8-percent return on its investment over the past 
5 years. The profit, if any, is little more than nominal. 

I point this out, not by — of complaint, but merely to emphasize 
the fact that moneys spent by the Government toward the further- 
ance of local air service are moneys which are almost exclusively di- 
rected and applied to the benefit of the American public as a whole. 

If I may, I would like to comment briefly upon the reason that 
subsidy is required in the case of local air service. Trunk-line 
operations are essentially long haul in nature; because of the heavy 
population centers involved an extremely heavy flow of traffic is pro 
duced. This extremely heavy traffic warrants the purchase of very 
large aircraft which, per unit of productivity, are far more economical 
and efficient to operate than are smaller aircraft. When the capacity 
of such aircraft is greatly utilized, the revenue which it produces more 
than offsets the cost involved. Consequently, no subsidy is required in 
support of that type of operation. Local service carriers, on the 
other hand, were not granted what would normally be considered 
heavily traveled route segments. They were authorized routes which 
enabled them to carry traffic between the smaller cities, and between 
the smaller cities and the metropolitan areas. 

It was believed by the Civil Aeronautics Board that the needs of 
the citizen in the smaller community for service to another smaller 
community or to a metropolitan trade area, and the needs of a citizen 
ima metropolitan trade center for travel into the smaller communities 
in the general area, are just as great and were entitled to just as much 
recognition in terms of air transportation service as was the need of 
the citizen in the metropolitan trade center to travel to another 
i trade center. It was believed by the Board that the 
availability of this type of service would facilitate and hasten the 
cultural and economic development of the entire area in which such 
service was provided. 

It was believed by the Board that the progress of the Nation re- 
quired the extension of the benefits of air transportation to a greater 
and greater proportion of the Nation. The only real difference be- 
tween this type of service and the type of service between metropolitan 
areas lies in the number of people using such service, not in the char 
acter or the need of the people themselves for such air service. 

The trunklines have the heavy traffic routes. The local service 

carrier has much less heavily traveled routes—routes that were not 
consider to be sufficiently productive for a trunkline type of opera- 
tion. Operating less heavily traveled segments, therefore, the local 
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service carrier cannot justify or properly utilize, for that matter, 
the larger, more modern, more economical aircraft used by the trunk- 
lines. 

Even uslInge the famed and highly reliable Douglas DC 3, the local 
service carriers do not operate over such hea ily traveled segments as 
will produce enough commercial revenue to meet the cost of providing 
the service. While the public has a great and growing need for this 
type of service, there is not yet enough of the public using it to meet 
the costs of the operation. This, then, leaves a gap between the amount 
of commercial revenues taken in and the costs required for the 
pel for nance of the service. 

In the language of the industry, this is termed the “break-even 
need requirement.” The subsidy provided, then, to fill in that gap 
s therefore provided directly for the benefit of the public for which, 
the operation is performed. 

As the public’s use of such service increases, the subsidy for each 
passenger-mile carried is reduced. In Bonanza’s case, for example, 


in 1950 the subsidy was 11.52 cents per revenue passenger-mile. In 
1953 it was 5.34 cents per revenue passenger-mile, or less than half of 
the 1950 figure. This clearly is proof of progress. It unquestionably 
demonstrates that the trend is in the proper direction. It shows quite 

mply that the cost to the Government of each unit of service actually 
used by the public 1S dropping at a very marked rate. When we look 
at. Bonanza’s phenomenal increase in revenue passenger-miles over 
the past 3 years, we see that an ever-increasing number of people are 
being benefited at lower and lower cost per unit of benefit. 

I feel I speak for all 14 local service airlines when I state to this 
committee that not one of us wants to be on a subsidy. There is not 
one of us that does not pray for the day to come when his airline is 
on a self-sufficient basis, There are many things that can be done and 
are being done to hasten that day. For instance, the removal by the 
Board of some of the completely nonproductive communities: the 
removal of many service restrictions which have outgrown their 
original intent; the further suspension of trunk carriers from what 
ire oby iously local service cities and routes. 

One of the amendments to this bill that W il] do more than anything 
else to hasten the day of self-sufficiency is that which provides for 
permanent certification. Today all local sery ice carriers are operating 
under a temporary certificate. We may know or hope that the Board 
will recertificate us for another temporary certificate but does the 
ublic in our areas? I would like to point out to the committee that 
1e availability of air transportation ser ice to a community should 
ve something that it can count on if it already has it, or can look 
forward to if it is not vet available to the community. 


T 
i 
l 
1 
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Business. of COUTS@, necessarily relies on transportation facilities 
and the availability of air transportation to a community is very fre- 
quently one of the prime factors which attracts new business to that 
community. It is also one of the prime factors which enables a com 
mercial organization in the community to widen the scope of its mar- 
kets and, as you know, it is of tremendous benefit to the community 
when it places that community within the trade and distribution orbit 
of a larger metropolitan area. It is, in other words, one of the prime 
factors in the economic development of a community. 
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‘| hi . In turn. contribute to the economic progress ot thy eene “| 


trea, and to the country asa whole. It is not the type of thing which 
can properly be relegated to a shifting or uncertain status. Generally 
peaking, it Is somethi iw On whi hn the Inhabit ints of a community 
should be entitled to cle pena and on whieh they houl | feel fre to 


base their future plans. 


Where it has been demonstrated that conmunit s need such service 
to the extent that they will utilize it to a reasonable degree, the estab 
hment of that service should be fixed and certain. ly uch case, 
f course, the benefits of air transportation pu COMMUTE CO 
rrow, With that crowth the community in tut hncerease ts use of the 
e mid lov eC] the cost to the Grovernment 1 1 if rvice \\ Crt 
lat trend = present, the question oT t @ permanencs i thut ser e 
oO ld be rel ioved., 
Certainty itself i wh a case will contribute materially to t 
rogress of the airline providing the service, and if si vice IS O1 
hich the publi ean confidently excepl ¢ \ lnbk l le ruture 
the public will obviously tend more and more to build its plans on su 
SEPrV IC By the sime token permanency ol Xistehnce W 1] gvreatl 
enhance the ability of the carrier to secure equity cap tal for its finan 
il needs at lower rates than under the present situation It will 


i] O proy de the employees of the carrie with i vreatel ense of job 
SCCULTITYV. 
While permanency of certificate may be necessary to all qualified 


local service carriers for the above reasons, it 1s particularly vital to 


those carriers ope rating in regions of extreme isolation and /or servi 
ng military installations. Bonanza is a good example of this state 
ment. Although the area served by Bonanza is one of the fastest 


growing areas in the United States in terms of population it is also 
one of the most isolated transportationwise. 

In granting to Bonanza the local service route which it operates, 
the Civil Aeronautics Board In its wi dom not o1 ly took cognizance 
of the high level of economic activity in the area involved, but to a 
large degree anticipated a future economic development. In most 
cases, however, this development has been so notable that no one could 
have anticipated its full ramifications. Bonanza believes that it is 
contributing materially to this development. 

In many instances there is no adequate surface transportation be 
tween the communities served by Bonanza. In many instances travel 
by any means other than air is either extremely arduous or completely 
ntolerable. In virtually all instances and availability of Bonanza’s 
air service provides substantial benefits in time and convenience. In 
Bonanza’s area of the country isolation is the rule rather than the 
exception. Distances between the cities are great, terrain is fre- 
quently extremely rugged and various extremes of climate are 
encountered. 

In most cases, air transportation is the only really acceptable 
means of travel, and the growth in traffic over Bonanza’s route demon 
strates quite clearly that this fact is being recognized to an ever- 
increasing degree. Communities that were otherwise isolated and 
communities whose economic growth was stunted by the discourag- 
ing aspects of surface travel have, through Bonanza’s service, be- 
come a part of and contributed directly to economic progress of the 
eeneral area involved. 
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I would like also to note briefly the national defense aspects of local 
service and do so, of course, with particular reference to Bonanza. 
The local service industry employs a great many people. For the 
most part these are highly trained, highly specialized personnel avail- 
able at a moment’s notice for whatever needs the national defense 
may impose. This is a very substantial reserve of trained and skilled 
personnel to have on hand in any national emergency. The local air- 
service industry also has in operation approximately 150 aircraft, 
iargely multiengine DC-3’s available to the Nation in any emergency. 
Besides this, the local service industry has many million dollars in- 
vested in ground facilities and equipment which also could be geared 
to any national defense needs. 

Many airports in the Nation are now open and operating and avail- 
able for the national defense primarily because they are utilized at 
this time by the local service carriers. This very substantial number 
of personnel and these very substantial amounts of aircraft equipment 
and facilities can obviously make a material contribution to the na- 
tional defense should the need ever arise. 

Bonanza is providing service to several defense installations. For 
example, at Hawthorne, Nev., Bonanza provides the only air trans- 
portation service to what is one of the largest naval ammunition 
depots in the world. Bonanza also provides service to Nellis Air 
Force Base through Las Vegas. Nellis is believed to be the only ad- 
vanced jet training center of its kind in the Nation, and is generally 
conceded to be the busiest military airport in the United States. 

Also at Las Vegas, Bonanza has carried a very considerable amount 
of traffic and freight in connection with the atomic tests conducted 
north o! Las Vegas at Frenchman’s Flat. 

Through Phoenix, Ariz., it serves several highly active Air Force 
bases. At Yuma, Ariz., it serves the Yuma Test Center, which is 
gradually assuming the functions of the Aberdeen Proving Ground, 
being engaged in the testing of various top secret defense weapons. 


— 


Through El Centro it serves the Navy jet gunnery and combat 
training center there and. of course, in and near San Diego and Los 
Angeles there are numerous defense establishments for which Bo- 
nanza’s services are available. 

It should also be pointed out that for purposes of decentralization 
or evacuation, the Nevada and Arizona areas continue to offer vast 
opportunities. It is believed that for purposes of evacuation from 
the heav ily congested coastal re@ions, the Nevada and Arizona ar as 
would logically be utilized. Air transportation to those areas from 
the coastal cities and between those areas would, of course, be of 
invaluable service. 

There also would appear to be a growing tendency to disperse some 
of the huge coastal industrial plants, utilizing the Arizona and Ne- 
vada areas because of their comparative safety behind the interven- 
ing mountain ranges. In this age it is apparent that such dispersal 
or decentralization will increase rather than decline. For that reason, 
too, these areas can be expected to play an ever-increasing role in the 
national defense pattern, and therefore can be expected, for this 
reason alone, to have a still greater need for the air transportation 
service provided by Bonanza. 
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This is not only true of Bonanza, of course, but is undoubtedly true 
of many of the other local service carriers. Such a fact is inherent 
in the nature of the service, because these carriers take their service 
into the more distant, less congested areas of the Nation, where the 
opportunities for expansion and safety are so superior. 

That the local service airline industry is here to stay is, I believe, 
not open to question. An industry that provides air transportation to 
130 cities in 42 of the 48 States is an industry that is providing a 
needed service to the American public. It has been suggested by 
some that the trunk carriers take over the local service routes and 
then absorb the subsidy. To my way of thinking this is a short- 
sighted view. The trunks are converting to high density, high speed 
aircraft for long-haul operation. To force them back in the feeder 
business would either mean tremendous expense in aircraft suitable 
for operation in many of the airports served by local service carriers 
or the elimination of a larger percentage of the cities now served by 
the local service carriers. 

It might well result in the trunks themselves going back on a sub- 
sidy, from which they have only recently rid themselves. The 
more advanced thinking trunk carriers are doing all they can to help 
the local service carriers in their area. American Airlines recently 
spent several thousand dollars on a motion picture for public educa- 
tion on the great job being done by the local service carriers. 

TWA’s preside nt a few days ago advised the management of Lock- 
heed Aircraft to start thinking about producing a replacement for 
the DC—3 for the local service airlines. 

The Cuarrman. What equipment do you use / 

Mr. Converse. DC-3. 

In addition to many trunklines, the Civil Aeronautics Board is 
aware of the problems of the local service carriers. Members of the 
present Board are notably anxious to help us reduce costs and increase 
traflic. To this end, despite their many and complex responsibilities 
individual Board members are making speeches to various conven- 
tions of airport and municipal organizations on behalf of the local 
service airlines in an endeavor to get these people to ease up on some 
of their charges to this type carrier, and thus reduce costs. 

The future of the local service airline industry looks bright. Ac- 
tually, the local service air carriers provide the United States with 
its second echelon of air srecieeeetintlan, As far as Bonanza is con- 
cerned, I haven’t the slightest doubt as to its future in the airline 
picture. Its present routes are basically sound. It serves a terri- 
tory of great isolation. It serves an area containing some of the 
Nation's greatest defense installations. It serves 3 of the 4 fastest 
growing States in the Union, populationwise. Above all, it is show- 
ing a steadily increasing use by the public in the area in which it 
serves. 

The Cuairman. I am interested in ‘eae statement about Lockheed 
producing replacements for the DC-3. Is there any other company 
working on plans of that kind at the present time ? 

Mr. Converse. We have a hard time, because they seem to be so 
interested in producing jets and military aircraft, that we have had 

. hard time getting them to come down to the type of aircraft we 
Sand 
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Mr. Bez. Operation of the airline was commenced on December 5, 
O20, 01 two routes hetween Seattle, Wash. and Port lend. Oreg. sery 

o the intermedi ite cities of Olympia, ¢ ‘entralia-Chehalis, Aberdeet 
Hoou: am, Wash.: and Astoria, ae 

This service was started with three 24 passenger DC-3 urplanes. 

Additional routes were act “t » Port Angeles ih) M L) of 1947 and 
south from Portland to Medford in July in the same year and 
tended north from Seattle to Bellingham via intermediate cities in 
ene 1947. 

By t time we were operating five DC—3 aircraft. 

The company presently represents a consolidation of two local 
ervice air carriers, Empire Air Lines, Inc., and West Coast Airlines, 


ly 
i 


Since this humble beginnil g West Coast, during the next few years 
iowed a steady growth in terms of passengers, cargo, and mail cat 
ed, as the following table will show: 
The Cn aArkMan. That will be printed in the record 

The table referred to is as follows :) 


) pa ( hined ft of W ( j ] | 

47 >, 130 1] 121. GOS 
48 MW). GTO | 1952 146, 236 
140) UO. GO] 153 163, S46 
hoo 111. SOS 


Mr. Bez. In 1952, at the suggestion of the Civil Aeronautics Board, 

erger negotiations were entered into with Empire Air Lines, a local 
service carrier of similar size to West Coast, operating in eastern 
Washington, Idaho and eastern Oregon. The merger of the two 
irriers was approved by the Civil Aeronautics Board in July of 1952 
nd became etfective on August 1, 1952. at which time the Board 
(r] inted additional routes through central Washington to connect 
the two lines. 

As previously mentioned, the consolidation now represented by 
West Coast Airlines serves 44 communities in Washington 
ind Idaho. 

We have approximately HOO employees ind Operate twelve 24 
passenger DC-3 aircraft. 

Since 1946 we have flown over 128 million passenger-miles without 


( Jregon, 


ingle passenger injury or fatality due to flight operations. 

In 1953 we carried more than 163,000 passengers between communi 
es which we are authorized to serve. 

It is interesting to note that at some of our cities which we serve 
xclusively we enplaned more than the population of those cities 
ining 1955. 

\s an example, at North Ben OOS Bay, Oree., Which are isolated 
towns relent -winelwnpsonn we boarded approximately 12,000 
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passengers for the year which is almost double the population of the 


towns. 

At Port Angeles, up on the Olympic Peninsula, we boarded approxi- 
mately 6,300 passengers for the year, which is approximately the 
population of the town itself. 

Without boring you with a statistical presentation, I can say with 
a great deal of pride that our airline has generated air traffic to an 
extent not deeincd possible a few short years ago, but we think an 
imp tant contribution is the fact that small communities, 
which were formerly isolated from metropolitan centers and which 
for that re uld not attract industry, have in effect moved next 


{ aSOlL COLULCG 


eveh more 


door to their markets because of the air transportation which we 


have been able to provide. 
It may not be possible to compile figures showing the industrial 


frowtl oft the Northwe ste! states we serve whi h has resulted trom 
the local an service. but I l ( ite sure that your committee could 
pend many hours taking testimony from small and large business 
concer! who maintain that their future is inevit bly Wa] pec up 1} 
the continued existence a | development of air service to then 
co nities 

rving as we do. an aren which has had such ap she nomenal popu 
lation and industrial growth during the past decade, we feel we cannot 
help but cont e the prop te growth which we have experienced 


In the States of Washington, Oregon, and Idaho, distances betw 
am) es 9 ereat and the natural land and water barriers make 
ransportation a necessity. We are realizing this more and more 
every day il we Tt k to f{ ¢ peopl aboard ou plane who lepend 
upon our service for the conduct of their business Daily we set 
businessmen, salesmen, and industrial experts from here in the East, 
traveling on our plane etween the cities we serve in a matter of 


how where it would take days by existing surface means. Even 
housewives, too. ride with us from the smaller communities to the 
larger metropolitan cities to do their shopping or for their doctor’s 
appointments. In fact, a plane load of our passengers usually repre 
sents a good cross section of all of the good peo} le who live in the 
three great Northwestern States. 

I am not at all proud of the way we run our airline, however. We 
plan for extremely short periods of time. We do not proy ide equip 
ment and facilities in the amount that we believe good sound business 
judgment requires. 

Let me give you a specific example. 

From an operational sts indpoint, we are convinced that we should 
replace the low frequency radio navigation equipment in our aircraft 
with OMNI equipment which operates on very high frequency. 

This new equipment, without any doubt, is more efficient, provides 
for a safer operation during bad weather conditions and would tend 
to reduce flight operatio Ns cost. 

The Federal Government has spent millions of dollars installing 
the OMNI navigational aids throughout the United States. How 
ever, West Coast cannot, in my judgment, ask its stockholders to 
contribute another hundred thousand dollars of capital to install this 
equipment when our certificate expires in September 1954. To do so 
would be considered foolhardy by any sound businessman. 
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This is just one example of many of our inadequate planning and 
development which is directly traceable to the fact that we do not 
have any guaranty whatsoever of continued existence. 

I submit that it is impossible for any industry to intelligently plan 
to meet the needs of its customers when its ve ry life is subject to the 
mandate of a governmental agency. 

I am sure you will realize that the accomplishments of and the prob 
lems faced by West Coast are duplicated in the case of each of the 
other local service a-r carriers. 

The question before your committee today is whether or not S. 2647, 
as amended and proposed by Senator McCarran of Nevada, offers an 
oppertunity to improve the ‘basic law under which we operate so that 
the manifest benefits of air tr ansportation can be made available to 
ever-increasing numbers of citizens in the cities and towns of this 
country and increase the effectiveness of the United States flag carriers 
abroad. 

Under the Civil Aeronautics Act of 19388, the United States has 
achieved a preeminence in both the domestic and international civil 
aviation fields and, therefore, I believe it can be fairly stated that to 
a major degree the Civil Aeronautics Act of 1938 has accomplished 
its major objectives. 

Your committee has devoted considerable time and effort to testi- 
mony concerning the advantages and disadvantages of Senate bill 
». 2647 as proposed and amended by Senator McCarran of Nevada 


I will not attempt to offer my opinion on most of the basic provis ons 
of S. 2647, but I do appreciate the opportunity to speak to you about 
a matter which is very close to my heart, nai iely, the granting of 


erandfather rights to the local service airlines. 

Senator McCarran appeared before this committee on April 6 and 
outlined to you his amendment which would have the effect of iy ing 
the local service carriers so-called grandfather rights which would 
entitle these local carriers to permanent certificates upon showing 
that they are fit, willing, and able to perform satisfactorily under 
their present temporary certificate. I believe he stated that putting 
the local service carriers on a permanent basis ought to assist ma- 
terially their efforts to expand local service and reduce costs. He 
further stated that he felt local service airlines should be enabled 
to plan on a long-term basis without being required periodically to go 
through a long and costly renewal proceeding. 

When the Civil Aeronautics Act of 1938 was passed, the airlines 
then in existence were granted permanent rights to the routes they 
had been operating through the grandfather provisions of that act. 
In my opinion, a significs ant part of the credit for the dynamic growth 
of the domestic trunklines can } pe traced to the wise adoption in 1938 
of the “grandfather rights” principle. 

The phe nomenal development of the domestic trunklines which has 
taken place over the last 15 —_ has been due in a large measure to 
effective airline management, technological developments arising out 
of World War II, but also because of the very wise subsidy and other 
provisions of the Civil Aeronautics Act of 1938 which were asked 
to foster air transportation. 

I believe it is of importance to call to your attention that even the 
trunklines did not reach their full maturity overnight. As a matter 








f fact t wac it it () ) ~nside Trom the war vears, any ol 


et) Ik ‘ were able to exist without the ald ot subsidy, and even 
WdiAV OVel » vears after passage of the Civil Aeronautics Act, at 


toortthe to tru <i es requ i av assista c. 

{ feel » hesitation what oever in stat x that I believe that any 
i ppra } ft the ce il} mMspol t10 development in the 
| ted Stat wonl nevitably conclude tl it. the cost to the Federal 
Government sting e development of the trunklines through 

oO’ ( ot ‘ tare relatively n or when compared 
th the tremendous « ( ads il advantages which have 
d beeause of the Xiste e of the world’s foremost a r transporta 
tion svstem. and this without anv reference to the acknowledged value 
your Nation of the air carriers during World War IL and its present 4 

Vv \ ein dete e planning 

i would like to p t »> the com) ttee Tl the trun urilmes 
\ I tine f { me doubt ) ttitude that the se 
i} oca ervice eXp { contronted wit today 

Yet. the development of the local air carriers has been as si@nificant 

ts first S Ve - \ 1 » developr ( t of the trunk airlines 
during the first 5 years o elr ¢ stence. 

As has bee nO nted out to vour committer before, the orlen al 
ray ervice air carrie were certificated by the Civil Aeronautics 
Board L926 atte nvestigation of the public convenience and neces 

{\ or this type of service Since that time, the Civil \eronautics 


al basis a total of 19 local air 
ations and mergers have fur 


i \ 
ther red | the number to 14 small airlines which are presently 
operating Since 1946. all of these carriers. with two exceptions, 
(zal ind Bonanza, have been thro iv@h renewal proceedings before 
the Civil \eronauties Board, ] which every aspect of then past opel 
atio n {| forecasted future operations were exam ned 1 minute de 
all some of the local-service carriers, including west coast, are at 
1 t of YONG before the Civil \eronaut! Board for the third 

me to justify their continued existence. 
Gentlemen, I hor estly believe that our little airline has plaved, and 
ontinue to play, a major part in the continued levelopment of 

e Pacific Ne rthwest 

We think the need for “ xpel mentation” has lon oO since ceased. 


We no longer have to experiment to determine w hether or not loeal 


service can be efficiently operated We had 163.000 answers to that 
experiment last vear alone, without including thousands of individ 
als who shipped freight and express over this airline. 

Gentlemen, it seems evident to me, as it must to vou, that local sem 
e has long since demonstrated its contribution to the welfare of the . 
lL nited States ind the essent lity of its continued existence. 

It se evident to me, as it must to you. that the « ontinuous and 
ostly process of reexamination a1 d renewal of local service certifi 
te fe periods varying from Sto 7 years >a waste of Government 

{ sand the imMpositiol oT an unnecessary cost upon the industry. 
1) eve thy ll] mv heart and soul that vou committee wil] he 
1 mip init ontribution to the development of air 
fe) n the United States if, after your ireful review. you 


deter) eto approve amendment I to S. 2647, which provides for the 
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extension of grandfather rights to the local-service carriers in order 
that they may have the basis for achieving their full potential. 

I think most of us in the United States are proud and somewhat 
astounded over the accomplishments of the airplane in 50 short years, 
but I would like to emphasize with all the vigor at my command that 
we have not yet achieved even a small portion of the potential of this 
form of transportation. 

[ believe everybody acknowledges that the greatest potential air 
market is in the movement of people for relatively short distances 
of approximately 100 to 150 miles. Transportation by private auto- 
mobile is becoming increasingly difficult as the days pass. If even 
5 percent of this traffic were diverted to air trans sportation, it would 
result in an astounding growth. 

We are on the threshold of achievements that will make the past 
seem insignificant. ‘Those of us in the local air service want to play 

full part in this development and believe that to a large extent the 
granting of grandfather rights to the routes which we now operate 
will prepare a firm foundation for the future. 

Thank you. 

The Cuarrman. Thank you, Mr. Bez. 

Have you any questions, Senator Monroney ? 

Senator Monroney. No. 

The Cuaimrman. Thank you very much for your presentation. 

Mr. Brz. Thank you. 

The Cuairman. Mr. Robert Peach, president of the Mohawk Air: 
lines, will be the next witness. 

Good morning. 


STATEMENT OF ROBERT E. PEACH, PRESIDENT, MOHAWK 
AIR LINES, INC. 


Mr. Peacn. Good morning, sir. 

Senator Bricker, gentlemen, my name is Robert E. Peach. Iam the 
president of Mohawk Airlines, Inc., which is one of tlre 14 certificated 
local-service airlines. 

I have a rather lengthy prepared statement which I would like in- 
serted in the record, but in the interest of saving your time I would 
like to show you a little bit about the growth of our company through 
the use of these charts. 

The Cuamman. Thank you very much. We will be glad to have 
you do that, and the statement will be made a part of the record in full. 

(The statement submitted by Mr. Peach is as follows:) 


STATEMENT OF Rosperr E. PEACH, PRESIDENT, MOHAWK AIRLINES, INC., IN 
CONNECTION WITH 8S. 2647 


My name is Robert E. Peach. I am president of Mohawk Airlines, Inc., a 
certificated local-service air carrier whose home offices are in Ithaca, N. Y. I very 
much appreciate the privilege you gentlemen have extended me in permitting 
my appearance before this committee. 

Mohawk Airlines operated scheduled local air service, carrying en 
property, and mail within the general areas bounded by Boston, Mass.; Buffalo, 
N. Y., and New York City. It operates a route between Buffalo and Boston 
serving the important intermediate points of Rochester, Syracuse, Utica/Rome, 
Albany (all in New York State) : Keene, N. H.; and Pittsfield, Westfield/Spring- 
field/Holyoke, and Worcester, Mass. Mohawk furnishes the sole committee 
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air service between New York City and the upstate New York points of 
Utica/Rome, Watertown, Binghamton /Endicott/Johnson City, Elmira/Corning, 
Ithaca, and Auburn/Geneva. In addition, Mohawk flies various segments con- 
necting points on these two basic routes. Mohawk flies over, or into, the States 
of New York, Massachusetts, New Hampshire, New Jersey, and Pennsylvania. 

Mohawk was founded more than 9 years ago as Robinson Airlines, to fulfill 
the business transportation needs of an Ithaca, N. Y., businessman who com- 
muted to New York City. Foreseeing the rapid development of short-haul air 
transportation, he filed for a certificate of public convenience and necessity in 
April 1945. This application was consolidated with more than 50 other route 
applications before the Civil Aeronautics Board to serve the same general area 
in what became known as the Middle Atlantic Service case. Because of the 
number of applicants in the case it soon became apparent that the only way for 
Mohawk to prove its fitness, willingness, and ability under the Civil Aeronautics 
Act, and at the same time to demonstrate the public need for service, was to 
begin operating an air service along the approximate routes for which application 
had been made 

Flight operations were commenced in April 1945 with 2 single-engine 3-pas- 
senger Fairchild aircraft between Ithaca and New York City This operation 
was vradually expanded on a scheduled intrastate basis until by 1947 the company 
wis operating a fleet of four seven-passenger twin-engine Beechcraft transports. 
The routes had been extended to include Binghamton, Albany, and Buffalo, all 
of them completely noncompetitive with those of any other scheduled air carrier. 
The requirements for scheduled air-carrier operations were simulated wherever 
possible by the development of a company radio system, teletype circuit, flight- 
control procedures, regular maintenance and inspection, ete 

Meanwhile the Middle Atlantic Area case was grinding its way slowly through 
the procedural details involved in the certification process before the Civil 
Aeronautics Board. The Mohawk application was backed by almost every civic 
group in upstate New York and in 1947 a CAB examiner recommended the choice 
of Mohawk as the carrier to provide local air service in New York State 

The intrastate Beechcraft operation had by this time grown to such propor- 
tions that we had effectively “a bear by the tail.” We were prohibited by the 
Civil Aeronautics Act from carrying passengers desiring continuing interstate 
space on a scheduled carrier; hence our sales efforts were limited to the actual 
cities we served. We received no help either from the Government in the form 
of mail pay, or from other carriers who might have generated connecting busi- 
We carried 28,700 passengers in 1947, but incurred a net loss of $264,000. 


ors 


However, the actual operating experience and the community support gained 
during this period resulted in a certification for 3 years by the Civil Aeronautics 
Board in February 1948. By that time the company had incurred a total earned 
deficit of $461,000. and was forced to secure additional financing before it could 
implement its certificate 

During the summer of 1948 approximately $500,000 of convertible debentures 
were sold to the leading industries in upstate New York whose need for adequate 
scheduled local air service was so great they they invested in the company 
certificated to provide the service. These companies included the Grange League 
Federation, the world’s largest farm marketing organization: the Endicott- 
Johnson Shoe Co IBM: the Corning Glass Works: National Cash Register; 
Link Aviation: AVCO; Cornell University; and the Niagara Share Corp. They 
have all converted these debentures into common stock of the company and today 
own approximately SO percent of Mohawk’s outstanding stock. The balance of 
ts stock is owned by individuals and corporations in the cities its serves. Top 
executives of these corporations comnprise its board of directors, including the 
presidents of G. L. F. and Endicott-Johnson, Dr. T. P. Wright, vice president 
research) of Cornell University, president of the Corne'l Aeronautical Labora- 
tory and former Civil Aeronautics Administrator, and Fdwin A. Link, inventor 
of the Link trainer, who was recently awarded the Distinguished Service Award 
by Secretary of the Air Force Talbott 

Certificated flight operations were commenced on Sentember 19, 1948, with a 
fleet of three secondhand DC— 3 aircraft All aireraft maintenance functions 
were performed outdoors, spare parts were at a minimum level, and the company 
suffered badly from growing pains. However, the experience of its personnel 
in its 3 years’ intrastate operation while fighting for its certification saved the 
Government many thousands of dollars in mail pay subsidy and expedited the 
planning which has made Mohawk Airlines’ local service an integral part of the 
key industrial area it serves today. 





’ 
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Mohawk has built and owns a completely modern, half-million dollar main 
tenance plant at Ithaca, N. Y¥., with facilities to perform all the necessary main 
tenance and overhaul work on its fleet of ten 26-passenger DC-—3 aircraft except 
for the overhauling of propellers and engines. We have a remarkably self 
sufficient company today in that we overhaul our complete aircraft, all our 
instruments and accessories, our radio and communications equipment, print our 
own flight schedules, promotional material and forms, do our own weather fore 
casting, have a VHF radio system blanketing an area of 125,000 square miles, and 
have become one of the largest and most important industries in our hometown 
of Ithaca. 

We are currently cooperating with the General Eleetric Co., whose advanced 
electronics center neighbors our plant at Ithaca, in various aircraft and naviga 
tion research projects. We are service testing for the CAA and the Air Transport 
Association a low-cost terminal landing aid (TVORK) suitable for use in small 
communities at reasonable cost. We are prime contractors to the Air Navigation 
Development Board for a fleetwide test program involving the very latest distance 
measuring equipment (DME), a navigational device designed to become standard 
in commercial airline use. Mohawk was the first scheduled airline in the United 
States to have its entire fleet equipped as early as 1948 with dual omnidirectional 
(VOR) navigation units. 

A year ago I had the privilege of appearing before Senator Thye’s Small 
Business Committee testifving on hehalf of Mohawk Airlines At that time I 
was astonished at the testimony of various of the irregular or so-called non 
scheduled air carriers, each claiming to be the real small-business segment of 
the aviation industry. Gentlemen, I respectfully submit that Mohawk Airlines 
and the other 13 local-service airlines of the United States are the real small 
businesses of the aviation industry. 

We are owned in, and operated for, the benefit of small towns. We serve 350 
cities throughout America, and last year carried 2 million passengers. Most of 
these cities would have no aviation contact with their metropolitan marketing 
points and with their neighboring communities were it not for the local service 
carriers. Il urge that you contrast this with the record of the nonuscheduled air- 
lines, several of which gross many millions, with little or no capital investment, 
and none of which serves anything but a very limited segment of the population 
of the half-dozen largest metropolitan centers in these United States 

Mohawk Airlines in 1950 served only eight points. However, it gradually 
spread its local air service throughout upstate New York until 1951, when it 
carried 105,000 passengers. Mohawk’s steady trend toward reduced mail pay 
subsidy needs and increased nonmail revenues (the highest in the local service 
ndustry) was recognized by the Civil Aeronautics Board when it held hearings 
on the renewal of Mohawk’s temporary certificate during 1951 and 1952. 

The Board was besieged by a steady stream of civic leaders from every point 
served, or proposed to be served, by Mohawk, who stated unanimously that the 
local air service thus far furnished had become a vital part of their community 
life. In recognition of Mohawk’s progress toward economic self-sufficiency, the 
CAB in June of 1952 awarded Mohawk a 7-year renewal of its temporary cer- 
tificate. (Piedmont was also awarded a 7-year renewal.) That is the longest 
term local service certificate yet awarded, and although it has done much to 
stabilize the operation of the company, 3 of the 7 years have already passed and 
again Mohawk’s management must look forward to its third round in the certifi- 
cation process. 

In 1953 Mohawk’s service was extended through Massachusetts to the Boston 
terminal, replacing the totally subsidized service of Wiggins Airways whose 
certificate Was not renewed by the Civil Aeronautics Board. The Wiggins people 
enlisted so much political and civic support in Massachusetts, however, that 
Mohawk’s efforts to obtain this 155-mile route extension alone cost the company 
$37,600 in 1958 without allocating management time spent on the project. 

The cost of the vertification process alone is a potent argument for permanent 
certification, once a local carrier has demonstrated its ability to progress steadily 
toward economic self-sufficiency, and once the communities it serves have demon- 
strated the need for, and acceptance of, the local air service provided. Mohawk’s 
certificate renewal costs totaled $17,000, believed to be the lowest cost ever in- 
curred by a local carrier in a recertification case. This again does not include 
an allocation of the tremendous amount of top management time which might 
better have been spent productively toward increasing the commercial revenue of 
the company. 
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Most local service carriers have now operated more than 5 years and have under- 
gone at least one recertification process. In addition, through suspension orders, 
changes in service patterns, and certification of new points, the original route 
structures have been modified as experience and the community needs for service 
dictated. The local service airlines were characterized as experimental by the 
Civil Aeronautics Board when they were created. It is our belief that the “ex- 
perimental” label was applied only to permit the CAB to keep a firm guiding 
hand on the development of this new type of air transportation. We do not be- 
lieve that local air service was meant to remain forever experimental, merely be- 
cause it serves in general smaller points than those served by the trunk carriers, 
nor do we believe that there is any magic in the year 1938 which should dictate 
that those carriers in business prior to that time have a permanent property right 
in their certificate while those of us who have created new businesses under the 
far more difficult environment of the postwar period should remain forever 
temporary and experimental. 

There is no question but that the use and public acceptance of local air service 
have develo d at a far greater rate than the use of either the trunkline services 
or the nonsked services thus far 

lor example, in 1952 Mohawk was certificated to serve Watertown, N. Y., a 





small northern New York city which is the gateway to the Thousand Islands 
resort ea and which is alinost completely isolated due to heavy snow in the 
wintertim This citv had received token service from a subsidized trunk carrier 


for many years but had never boarded more than 200 passengers per month. 
Mohawk boarded 647 passengers in its first full month of service in August 1952. 
In August 1953 (on 5 daily services to New York City) Mohawk boarded 1.117 
passengers at Watertown 

Mohawk’s hometown of Ithaca receives its sole air service to New York City, 
Buffalo, Albany, Boston, and intermediate points from Mohawk. Ithaca’s total 
population is approximately 20,000, bolstered by some 10,000 Cornell University 
students at certain times during the year. Mohawk’s traffic growth has shown 
a steady increase from 9,000 passengers boarded at Ithaca in the year 1949 to 
19,500 passengers boarded in 19538. An approximately equal number deplaned. 
In other words, Mohawk earries double the entire population of Ithaca in and 
out of the city each year. The southern tier communities of Binghamton, Endi- 
eott, and Johnson City, although certificated for service on three trunk airlines, 
had never received scheduled air service (allegedly due to airport inadequacy) 
until Mohawk started service there in 1946. Since that time a new airport has 
been built at which Mohawk last year served more than 43.000 passengers. 

Perhaps the best example of what good local air service means to a community 
has been shown on the Mohawk routes at the industrial cities of Utica/Rome, 
an area of about one quarter of a million people. Utica/Rome received service 
from American Airlines through 1939 when the service was suspended due to air 
port inadequacies. In 1950, on completion of a new airport, American’s certif 
icate remained suspended in favor of the exercise of Mohawk’s local service 
certificate. Service was started in August of 1950 with 2 round trips daily to 
Albany and 3 round trips to New York City via Binghamton. Five hundred pas 
sengers were carried in September 1950, outbound. In 1953 service had been 
expanded to 5 nonstop round trips daily to New York City, 3 round trips daily 
to Albany, Boston, and intermediate points, 3 round trips daily to Rochester and 
Buffalo with connections for the west coast and a variety of intermediate services : 
22,000 passengers were boarded at Utica/Rome in 1953 

Mohawk’'s local service differs slightly in character from that of most other 
local service carriers. The average local carrier serves predominantly small iso- 
lated communities. Mohawk, on the other hand, operating as it does in the highly 
industrialized area of New England and upper New York State, serves larger 
communities located very close together. The average distance between Mohawk 
stops is approximately 70 miles. Some of our cities receive as many as 38 services 
daily. We make a total of 266 landings and takeoffs each day, so that between 
7 a. m. and midnight a Mohawk airliner is landing or taking off once every 4 
minutes. 

There was some doubt at the time of Mohawk’s original certification whether 
a small local carrier could penetrate the large markets certificated to it. A 
doubt has also been expressed from time to time whether Mohawk is performing 
a truly local service function because of the number of large communities it 
serves. The point remains, however, that the true criterion of local air service 
is the need of a community for short-haul air transportation which cannot be 
economically furnished by trunk air carriers. 
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Just as the key to the need for good local air service is the need for 
short-haul transportation, so the key to best developing that service is flight 
frequency. Mohawk has the highest route turnover of any local carrier, mean- 
ing that its planes fly over all segments of its routes more times a day than 
those of any other local carrier. The attached schematic chart shows how 
many flights a day serve each certificated Mohawk point. These flights must 
be not only frequent but well timed. Today, for example, a resident of Ithaca 
can leave aboard a Mohawk flight for New York City at 7:35 a. m., 10:24 
a. m., 1:38 p. m., 4:08 p. m., 6:41 p. m., 8:21 p. m., and 9:11 p. m.; he 
can leave New York for Utica/Rome at 8 a. m., 11:15 a. m., 3 p. m., 6:30 
p. m., and 9 p. m 

This policy of schedule frequency helped Mohawk in March of 1954 (not a 
good traffic month in the Mohawk service area) to develop nonmail or commefr- 
cial revenues of 89 cents per mile at a total overall operating expense of 120 
cents per mile. This resulted in a mail pay need of only 31 cents per mile, 
believed to be one of the lowest in the local service industry. 

Gur experience in rapid traffic development, combined with the known de 
mand for flight frequency and with the congested highway conditions surround- 
ing most of the cities served, has led Mohawk into the field of the transport 
helicopter well ahead of other airlines. Our company took delivery yesterday 
at Newark, N. J., of an eight-passenger S—55 Sikorsky transport helicopter which 
vill be placed in service on one of the certificated routes of Mohawk Airlines 
on or about June 1, 1949. The only other scheduled airline actually operating 
a helicopter today is National Airlines. Mohawk is undertaking this step without 
recourse to Government support in terms of increased mail-pay subsidy. We 
are doing so for two reasons: first because of our faith in the future of the 
transport helicopter as the only vehicle which will adequately penetrate the 
mass short-haul air transportation market; secondly, because of my personal 
experience as a member of the committee representing the local air carriers 
which in 1952 searched the various aircraft manufacturers here and abroad 
for a DC—8 fixed-wing aircraft replacement to meet local service needs. I am 
convinced that no DC-38 fixed-wing replacement designed primarily for local 
service needs will be built. 

The DC-3 was first placed in scheduled airline service in 1937 as a 21-passenger 
transcontinental transport. The manufacture of DC-3’s stopped in 1945. This 
is the ship which has been used primarily for the development of local air 
service, but Mr. Douglas and his associates would hardly recognize today’s local 
service DC—3. 

Mohawk happens to own one of the first DC-3 models, manufactured for TWA 
as a transcontinental sleeper plane. That plane has been completely rebuilt 
in Mohawk’s shops at least twice; it has been substantially modified so that 
it has more power and more carrying capacity. It carries 26 passengers in 
comfort comparable to that of any postwar short-haul transport. It hag its 
own large carry-on baggage rack, its own built-in step doors, and full sized bag- 
rage doors to facilitate loading. It has flight instruments and navigational 
aids comprable to those in the newest large four-engine transport. Neverthe- 
less, it is an obsolete aircraft. 

As a result of visit of the local airline committee to the various aircraft 
manufacturers, it soon became apparent that the American manufacturers were 
not prepared to assume the risk involved in engineering and designing a local 
service transport so long as they continued to feel the flush of military orders, 
We did not believe that a foreign-built transport was best suited to our needs 
because of the possibility of international complications and the criticism likely 
to be directed at a subsidized industry, shopping abroad for its new flight 
equipment. We were successful, however, in interesting Canadair, Ltd., in 
Montreal in the potential of such a transport. Based on their indication of in- 
terest, Mr. Davis, president of Piedmont Airlines, and I appeared before Sen- 
ator Edwin Johnson and Congressman Beckworth and his subcommittee on 
aviation, urging that no legislation be attempted at that time to secure proto- 
type development funds until we had thoroughly exhausted the possibility of 
building this aircraft with private capital. 

Canadair actually proceeded to build a full-scale mockup of the transport and 
to undertake a worldwide market survey, the results of which indicated to 
Canadair that the commercial market was so limited and the capital outlay and 
engineering costs involved so great, that a military contract was necessary to 
permit the construction of the ship. Mohawk and several other local carriers 
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conducted independent engineering surveys to compare the operating costs of 
the proposed 1 uchine and of the postwar Convair and Martin with the costs of 
the DC-2. We soon found that, because of the purchase price and some of the 
engineering problems involved, our seat-mile operating costs were hot going 
to b ateria improved beyond those experienced ith our DC-—8 flight equip 
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| Ss point hecomes particularly valid when you consider the rapid progress 
Tow d sé suflicieney mad by Mohawk in 5 vears, cor ipared to 25 years of 
lack of progress by some of the trunk carriers serving the same general area. 
The second compelling reason for permanent certification is that the ability 
of Mohawk and the other local carriers to finance adequately the continued 


ind necessary expansion of local air service depends upon a measure of stability 
" h only a permanent operating franchise can give. This is not to say that 
the CAB and other appropriate governmental agencies should not maintain a 
measure of control over the activities of ] 


local carriers. This can be done, 


however, by other and more effective means 
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The 17-year-old DC-—3 must soon be replaced. Mohawk believes it has taken 
the first transitional step in that replacement program with its purchase of 
the Sikorsky S-55 transport helicopter. The Sikorsky S—56 twin-engine heli 
copter, capable of carrying 32 or more passengers, is estimated to cost more 
than $500,000. 

Major financing for flight-equipment replacement cannot be undertaken by a 
common carrier unless it can give its potential investors the surety of a perma- 
nent franchise. And every local carrier must meet, and successfully carry 
out, this reequipment program before local service really comes of age. Then 
and only then, can the investor, the communities, and the Government get their 
money's worth from the mail subsidies spent, from Federal Airport Act funds, 
from local service airline stock purchased—and at not further cost to the 
Government, 

All this, in our opinion, can be accomplished by most of the 14 local carriers 
in a very few years with the help of a permanent certificate 

The plain fact is that the local service carriers can no longer be classified as 
experimental Every Government experiment must some day come to an end 
It must either be terminated as unsuccessful, or it must be translated into a 
productive and permanent part of our economy 

In summary then, Mohawk and the other local service carriers deserve and 


need the stability afforded by a permanent certificate, as proposed by Senator 
MeCarran’s amendment to his bill S. 2647. We believe that we have success 
fully developed local service air transportation (as evidenced by the public’s 


acceptance of and reliance upon the service) to a point well beyond experi 


mentation, and that we are as vital a part of the air transport industry as the 


permanently certificated trunk carriers As a matter of fact we are the small 
business segment of the air transport industry 

Speaking primarily of Mohawk, although these same considerations apply 
n varying degrees to all local carriers, we believe that we wre currently entitled 
to permanent certification for the following reasons 

1. Our stockholders, Composed of some of the most substantial industrial, 
egricultural, and educational enterprises in the northeastern United States 
have had sufficient confidence in the future of Mohawk as a local service carrier 
to build a half-miliion dollar maintenance and operating plant, designed for 
the future Although we are one of the few local carriers to take this step in 
dvance of permanent ertification, we believe that there are any others 
who would do so immediately upon receipt of permanent certification. We, 


ourselves, would expand our facilities still further 


2. Mohawk has for a period of years successfully continued its trend toward 





less and less reliance upon mail pay subsidy In 1954 less than 27 percent 
of our total operating cost will be made up of mail-subsidy payments. The 
total subsidy cost per taxpayer carried on Mohawk Airlines in 1953 was only 
$5.35 The average passenger himself paid $11.70. The cost per mile flown 
Ww 112 cents of which 77 cents per mile came from commercial revenue gen- 
erated by Mohawk. This trend toward economic self-sufficiency is a continuing 
one whicl in be helped materially by the effect of a permanent franchise label 
attached to Mohawk operations 


cal carrier can sucvessfully finance the purchase of the necessary 
flight equipment to replace the DC—3 without offering potential stockholders and 
investors the security of a permanent operating francise. Those local carriers 
with only 1 or 2 years of certificated existence remaining before a certificate 
renewal proceeding, cannot even get normal bank loans because of their in- 
ability to show any authority under which they can expect to continue operating 
while repaying the loan. Banks will not loan money, and investors will not buy 
stock, based on what the CAP may or may not do in renewing a carrier’s 
certificate 

t. Mohawk has been through the complete recertification process twice. It has 
created a substantial new industry both in its home community and in 27 other 
cities it serves. We respectfully submit that Mohawk should not be forced to 
jeopardize its entire corporate existence at periodic intervals through certilicate 
renewal cases, when far more heavily subsidized trunkline carriers, operating 
side by side with Mohawk without significant improvement in 25 years, are 
allowed to exist forever, merely because they happened to exist prior to the 
passage of the Civil Aeronautics Act in 1938. 
5. Mohawk has sufficient confidence in its own future and in the potential of 
short-haul air transportation to purchase a brandnew transport helicopter and 
to pioneer at its own cost in this new field We will carry one-quarter of a 
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million passengers in 1954 although these are but a “drop in the bucket” com- 
pared to the number of passengers who will be served by the transport helicopter 
10 years hence. No trunk carrier can conceivably devote the same amount of 
interest and application to local air service, while competing effectively in the 
transcontinental or overseas field, as can a local carrier dedicated solely to the 
local needs of the communities it serves 

6. The communities on Mohawk routes have demonstrated their reliance upon 
Mohawk service for their future industrial, educational, and agricultural develop- 
ment. They have made substantial investments in airport facilities in reliance 
on Mohawk’'s permanence, and they are entitled to the same assurance of per- 
manent local air service as are their big city neighbors served by trunk carriers. 
They do not look upon Mohawk as an experiment. They look upon it as a civic 
necessity and they support it daily through their use. 

Mohawk Airlines has an organization of 400 skilled employees using an in- 
vestment of nearly $2 million to serve the local air transportation needs of 26 
percent of the population of the United States. We have made a substantial 
beginning and we respectfully urge the Congress to make permanent our operat- 
ing authority so that we may devote our full energies toward achieving the 
complete economic self-sufficiency which we in Mohawk are confident we can 
reach 
I thank you for the privilege of appearing before you. 


Mr. Peacn. All right, sir. 
The chart that Mr. Nyrop has over here shows the growth of the 





routes of the Mohawk Airlines over the past 9 years. 
That little single line in the upper left-h: ind chart, is a line between 
Ithaca, N. Mica and New York C Ity, Vv vhich is where Mohawk started 


flying in 1945. 

Senator Monroney. That was the Robinson Line at that time / 

Mr. Peacu. It was Robinson at that time; yes, sir. 

In 1948 it was certificated by the Civil Aeronautics Board between 
Buffalo and New York City and the State capital at Albany. 

As you see in the upper right-hand chart, today it serves New Hamp- 
shire, Massachusetts, New York, Pennsylvania and New Jersey, on the 
routes that you see in the lower right-hand chart which roughly 

span the entire area between Buffalo, Boston, and New York City. 

That has been a very, very rapid growth, as you can see. 

Our company is owned by the industries and individuals in the 
cities we serve. 

Our home offices are in the small town of Ithaca, N. Y., where we 
own our own maintenance plant. 

That picture shows our first winter’s operation—and, believe me, 
the winters in upstate New York are difficult at best. 

We operated outdoors throughout the entire winter. 

The next picture shows our maintenance and operating plant as it 
is today. It represents an investment to our stockholders of over a 
half million dollars in plant, in tool and in shop facilities alone. 

Those stockholders are people like the Endicott-Johnson Shoe Co., 
International Business Machines, Cornell University, the Grange, the 
Corning Glass Works and similar industries which are absolutely 
dependent. upon local air service. 

To give you an idea of how much the people use the service, that 
shows the growth of passenger travel from our first full certificated 
year in 1949 of 43,000 passengers carried to 613,000 carried in 1953. 

We are currently carrying passengers at the rate of very nearly a 
quarter of a million per year. 

This shows the number of passenger miles flown. 

Our average passenger flies approximately 170 miles. He is on our 
airplane just a little over 1 hour. 
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That shows the amount of mail flown on this 1 small airline, nearly 
200 tons last year, which doesn’t sound like much in terms of tonnage, 
but represents approximately 24 million airmail letters. 

As you know, the people who pay 6 cents for an air mail letter 
aren't interested in how many other airmail letters are on the same 
flight. They are interested in their own. 

That shows the seating capacity in this little airline which started 
with one 3-passenger Fairchild single engine plane and today operates 
ten 26-passenger DC-—3 transports. 

That is the number of employees of the company. 

We aren’t being facetious with our little Indian boy. He is actually 
an employee and is actually an Onondaga Indian boy who is our trade- 
mark. 

We have an investment in our airplanes and plant of nearly $2 
million today. 

The shaded area represents the area of depreciation. 

The total, of course, is the combined column. 

That is the subsidy cost, if you like, of Mohawk Airlines over the 
years. 

You will notice that the dark blue chart shows the total dollars have 
gone up. However, the stacks of coins represent the amount paid 
per passenger carried in subsidy, and in 1949, for every passenger 
we carried, the Government paid us $15.80 in mail pay. 

In 1953 the Government paid us $5.50 in mail pay and the average 
passenger paid us $11.70. So, roughly a little less than one-third of 
our total operating revenue comes from mail pay today. 

That, gentlemen, is an S-55 eight-passenger Sikorsky transport 
helicopter which we received delivery of yesterday in Newark. Mr. 
Sikorsky, himself, delivered it to us. It is going to be put in service 
on our certificated routes carrying passengers, mail and freight some- 
time early in June this year. 

That is the second helicopter owned by a scheduled airline in the 
United States. It cost approximately $150,000 and it is our answer— 
at least we hope it is our answer—to a need for a DC-3 replacement. 

I was a member of the committee of three local airline presidents 
who surveyed both the domestic manufacturers and those abroad 2 
years ago in an attempt to interest them in replacing the DC-3. We 
didn’t find any enthusiasm, as I think Mr. Bez said, in view - the 
flush of military orders; and we were unsuccessful in either getting 
the proper type legislation through the Congress to help support the 
engineering costs of the machine or to get the manufacturers interested 
in designing it. 

We believe that the purchase of this helicopter yesterday is the 
most significant step that has thus far been taken by a local service 
airline toward complete self-sufficiency. 

The Cuarrman. What is its speed compared with the DC 

Mr, Pracu. It’s cruising speed is about 90 miles an hour as com- 
pared to 160; but it has the advantage of not having to taxi and circle 
airports and goes from point to point directly. So, it has a great 
speed advantage over the DC- 

Senator Monrone y. You have » eight passengers ? 

Mr. Pracn. Yes, si 

Senator nme, And a crew of two? 

Mr. Preacn. Just a crew of one. 





EAN Nee” TF 
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In the current state of the helicopter, the one pilot IS SO busy flying 
with both hands that the second pilot is superfluous and there is noth- 
ng for him to do. 

National Airlines, who is the other helicopter operator, and ourselves 
are 1st using one-man crews 


Senator Mont NEY National just uses it from Miami to Palm 


Mr. Peacn. Yes. sir. They are not using it on their certificated 


routes and we are going to be the first carrier in the United States 
to put it on our regular certificated routes. 

t is the record that was recognized by the Civil Aeronautics 
Board when they awarded Mohawk a 7-vear certificate renewal. We 
had « vear certificate awarded in 1948 thro oh 1951 and in 1952 


is extended through 1958, 

Phat today the longest outs anding temporary certificate held 
by any of these 14 local carriers; and when you are spending $150,000 
r piece of equipment and when you own a half- 
million dollar set of buildings and plant, that isn’t very long to look 
{ e future far kholders and Ke] are concerned. 
Phe Ciuamman. Are there any DC-3’s being built at the present 

time / 
Mr. Peacnu. No: there are not, sir. What we have is practically 


the rig if name plate With a new a rplane built around it by our 
: ] 


people in ow shops, in all cases, and the cost of operating and main- 
taining these planes is song up steadily. 
Senator Monroney. They have a high gas consumption per pas- 
enger, too, don’t they ? 
My PrAcn. Well. they burn about a hundred vallons of @as an 
hour, and they carry 26 passengers at best. So, it is relatively high. 
Incidentally. the operating cost of the helicopter at the outset 1s 
coing to be higher than that of a DC, but it also takes in a higher 
venue because we won't have to give upa proportion of our revenue 


4 


to the ground transportation operators of lines at each end of the line. 
so, issumMIne we charge th > Passe neger the same fare, we will Let nearly 
100 percent of this point-to-point fare instead of only the 75 or so 
as we do today. 

Senator Monroney. That is assuming you get heliports in these 
various places? 

Mr. Preacn. That is rioht, sir, and that is one of the purposes of 
this machine. 

The Cuarmman. Does that carry your average load ? 

Mr. Peacu. No; it does not, sir, | 

We run, I believe, one of the highest loads in the local service in- 
dustry. We have an average of about 12 passengers aboard all our 
planes at all times, and that, as a practical matter, means that many 
times our planes are full and running with extra sections because, as 
you know, many times they are also virtually empty, and to achieve 
an overall load of 12 passengers aboard a 26 passenger plane takes 
many, many loads. 

I would like to, if I may, just summarize by reading to you the last 
two pages, starting at page 16 of my testimony and summarize the 
conclusions, as to why our company feels that we have earned the right 
to a permanent certificate. 
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We feel the plain fact is that the local service carriers can no 
longer be classified as experimental. 

Every Government experiment must some day come to an end. It 
must either be terminated as unsuccessful or it must be translated into 
a productive and permanent part of our economy. 

In summ: uy the hn. Mohaw k and the other loc: il service carriers de- 
serve and need the st: ity afforded by permanent certificate, as pro- 
posed by Senator McCarran’s ame ndment to his bill S. 2647. 

We believe that we te successfully deve loped local service alr 
transportation to a point well beyond experimentation and that we 
are as vitally a part of the air transport industry as the permanently 
certificated truck carriers. As a matter of fact, we are the small- 
business seoment of the air ae industry. 
king primarily of Mohawk, although the same considerations 


Spe 
apply in varying degrees to all local carriers, we believe that we are 


currently entitled to permanent certification for the following reasons: 

1. Our stockholders, composed of some of the most substantial in 
dustrial, agricultural, and educational enterprises in the northeastern 
United States have had sufficient confidence in the future of Mohawk 
as a local service carrier to build a half-million-dollar maintenance 
and operating plant, designed for the future. 

AXtl oh we are one of the few local carriers to take this step 
in advance of permanent certification, we believe that there are many 
others who would do so immediately upon receipt of permanent 


certification We, ourselves, weld empies | our facilities still further. 
?. Mohawk has for a per iod of yea SUC essfully continue dits trend 
toward less and less reliance upon mi: ail pay subsidy. 
In 1954 less than 27 percent of our total operating cost will be 
made up of mail subs ly payme hts, The total subsidy cost per tax- 


paver carried on Moh awk vty nes in 1953 was only $5.33. As I said, 
the average passenge) paid $ ‘ 

It cost us $1.12 per mile tot: se 0 per: ating cost to fly our DC-3’s and 
77 cents of that came from commercial revenue generated by Mohawk. 

This trend tow ard economic self-sufficiency is a continuing one 
which can be helped materially by the effect of a permanent franchise 
label attached to Mohawk operations. 

3. No local carrier can successfully finance the purchase of the 
necessar y ope opens nt to replace the DC-3 without offering poten 
tinl stockolders and investors the sec urity of a permanent operating 
fran ha eC. 

Those local carriers with only l or 2 years of certificated exist 

before a certificate renewal proceeding can’t even 
get normal bank loans because of their inability to show any authority 
under which they can expect to continue operating while repayin oO 
the balan e of the » loan. Banks won't loan money and investors wou ld 
not buy the stock based on what the Civil Aeronautics Board may or 
may not do in renewing a carrier’s certificate. 

Gentlemen, I am fresh in from financing this $150,000 helicopter 
and I speak with a good deal of feeling on it, both with respect to 


ence remaining 


securing additional investment capital and bank loans. 

t. Mohawk has been through the complete recertification process 
twice. It has created a substantial new industry both in its home 
community and in 27 other cities it serves. We respectfully submit 
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that Mohawk should not be forced to jeopardize its entire corporate 
existence at periodic intervals by means of certificate renewal cases 
when far more heavily subsidized trunkline carriers, operating side 
by side with Mohawk, without significant improvement in 25 years’ 
existence, are allowed to exist forever, merely because they hap ha 
to exist prior to the passage of the Civil Aeronautics Act in 1988. 

5. Mohawk has had sufficient pol in its future and in the 
potential of short-haul air transportation to purchase a brand-new 
Tees helicopter and te pioneer at its own cost in this new field. 


We carry a quarter of a million passengers in 1954, although 
these one a drop in the bue ket compared to the number of passen- 
vers who will be served by the tra nsport helicopter 10 years from now. 


Incidentally, ventlemen, last vear there were ap] roximately 500 
million people who used common carrier tr msportation for distances 
less than 250 miles All the scheduled airlines together carried only 
10 million of those, which is only one in 50. 

That is the market which we think this transport helicopter and the 
local service airlines can best tap. 

6. The communities on Mohawk routes have lemonstrated their 
relinnce upon Mohawk service for their future industrial, educational, 
and agricultural development. They have made substantial invest- 
ments in airport facilities in reliance on Mohawk’s permanence, and 
they are entitled, we feel, to the same assurance of permanent local 
air service as are their big city neighbors who are served by trunk 
line carriers. They don’t Fost upon Mohawk as an experiment. They 
look upon it as civic necessity, and they support it daily through 
their use. 

Mehen k Airlines has an organization of nearly 400 skilled em- 
ployees using an investment of nearly $2 million to serve the local 
air transportat ion needs of 26 percent of the populat ion of the entire 
vated States. 

Wel have e made a substantial beginning, we feel, and we respectfully 
urge the Congress to make permanent our operating authority so that 
we may devote our full ene relies toward achieving the complete eco- 
nomic self-sufficiency which we in Mohawk are aempnen we can reach, 

I very much appreciate the privilege of appearing before you gen- 
tlemen today. 

The Cnarrman. Thank you very much, Mr. Peach 

Have you any questions? 

Ciry OF ITHACA, 
Tompkins County, N. Y., May 25, 1954 
Hon. Joun Bricker, 
Chairman, Interstate and Foreign Commerce Committe 
Senate Office Building, Washington, D. C. 


Drar SENATOR BricKer: I am enclosing a certified copy of a resolution passed 
by the Common Council of the city of Ithaca on Wednesday, May 19, 1954, in 
regard to Senator MeCarran’s bill, S. 2647, and Congressman Carl Hinshaw’s bill, 
H. R. 889s 

The common council has gone on record as approving the permanent cer- 
tification of regional airlines, including Mohawk Airlines, Inc., which serves 


Ithaca and this area 
e belief of the council, that such certification is due the Mohawk Airlines 
in view of their service and past record. 
Respectfully 
Ivan E. Cook, Mayor. 
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RESOLUTION PASSED BY THE COMMON COUNCIL, ClIry oF IrHaca, N. ¥., May 19, 1954 
City or ITHACA, 
County of Tompkins, State of New York: 
Whereas Mohawk Airlines, Inc., in its 9 years of existence has developed an 


air transportation system which is of inestimable value to the business, com- 
merce, and industry of the city of Ithaca, of New York State, and the New 


England States; and 

Whereas we believe that regional airlines throughout the country and par- 
ticularly the one we are most familiar with that serves our city, have now 
definitely established themselves as a part of the necessary transportation sys- 


tem for the entire country : Therefore, be it 

Resolved, That it is the sense of this Common Council of the City of Ithaca, 
that such regional airlines, and Mohawk Airlines, Inc., in particular, should be 
granted permanent certification in like manner as the trunk airlines, and it is 
urged that the bill of Senator McCarran (S. 2647), and that of Congressman 
Carl Hinshaw (H. R. 889%) providing for such permanent certification be passed 


by Congress ; and be it furt ser 
Resolved, That copies of this resolution be sent to such of those Senators and 
Congressmen as represent the various sections of the country served by Mohawk 


Airlines, Ine. ; 
The above is a true copy of a resolution passed by the Common Council of the 


City of Ithaca, County of Tompkins, State of New York, May 19, 1954. 
GeorGE A. BLEAN, 


[SEAL] 
City Clerk. 


The CuatrMan. We have three more witnesses. I have to be down- 
town at 12:39. Would you rather come back in the morning at 9: 30, 
say, or submit your statements at this time? 

We could give 10 or 15 minutes to one more witness, if you wish, at 
this time. 

Mr. Hamilton. 


STATEMENT OF LADDIE HAMILTON, PRESIDENT, OZARK 
AIRLINES, INC, 


Mr. Hamiurton. I have a prepared statement, sir, but I think I can 
summarize it very briefly for you. 

The Cuairman. If you would, I would appreciate it very much. 

Mr. Hamiuron. I would like to put it in the record. It is very 
similar in some respects to the others. 

The Cuatrman. That is the reason I suggested that we might do 
that. 

Mr. Hamiton. Yes, sir. 

The Cuatrman. The facts, I would judge, in practically all cases, 
are substantially the same—the rate of growth, the kind of local serv- 
ice rendered and the Government relationship. 

Mr. Hamitron. That is right, sir. 

My name is Laddie Hamilton. I am president of Ozark Air Lines, 
Inc., of St. Louis, Mo. 

I appreciate very much the opportunity and privilege of appearing 
before your committee today in reference to Senate bill 2647. 

My company, Ozark Air Lines, which is one of the local service 

airlines, is the youngest federally certificated and scheduled airline 
in the United States in respect to scheduled operations. 
_ Ozark currently operates in a 10-State middle western area, extend- 
ing as far north as the cities of Milwaukee and Chicago, as far east as 
Indianapolis and Paducah, Ky., as far south as Memphis,and Tulsa, 
and as far west as Davenport and Wichita. 
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[I am attaching a complete list of the cities which we serve for your 

formation. 

Now. the history and growth of Ozark is very similar to the other 
local service carriers, except being the youngest we haven't had as 
much growth. 

We feel we have made very substantial improvement 1n our passen- 
ver loads and ou traflic development. ‘ 

We have had increased costs in the past few vears, which is very 
common with the other carriers, and due largely to circumstances 
over wl h we have no control. 

I xed costs have increased eradually. 

Our mail subsidies are still hieh. but are reducing vear by year as 
the nonmail revenues increa 

We feel that Ozark. like the other local service airlines, can better 
meet the needs of local service communities by oreater flexibility of 

heduling and greater frequency of service. 

We feel that the Board should continue its policy of surveying the 
comn ties that are unprofitable to the large trunk operators due 
to the laren r and faster equipment al d certificate these communities 
te loeal service airlines w ho, we feel, can better serve them. 


would like to point out that during 1954 the 14 local service air- 
line irried over 2 million passengers Approximately 50 percent of 
thece oc} llion. were turned over to the trunk airlines to complete 
then irney. 
T ! vrenerate d approxi ately S30 million of pa senger revenue for 
( rlines and their revenue for the past vear would have been 
bstantially different without the $30 million contribution of 
local service airlines. 
e last point I would like to make. if you please, is what we feel 
for exclusive Federal jurisdiction. The overlapping juris- 
diction of some of the States and the Federal Government is becoming 
very serious problem to local service carriers 


have a terrific duplication of workload 
ind ome cases almost an impossible situation of trying to operate 
under both Federal and State regulations, and we feel that the airlines 
should be operated exclusively under Federal jurisdiction. 

Tl e pre pared Statement submitted by Mr. Hamilton is as follows :) 


Ve operate in 10 States and 
‘ 


STA F LApDIE HAMILTO PRESIDENT OZARK AtR LINES. INc., APRIL 27, 
1954, IN CONNECTION Wirnh §S. 2647 


M s Laddie Hamilton I am president of Ozark Air Lines, Inc., of 

St. Louis. M I appreciate very much the opportunity, and the privilege of 
iring before your committee today, in reference to Senate bill 2647. 

\iv company, Ozark Air Lines, Inc., which is one of the local service airlines, is 
the youngest federally certificated, and scheduled airline in the United States, 
in respect to scheduled operations. Ozark currently operates in a 10-State 
middle-western area; extending as far north as the cities of Milwaukee and 
Chicago; as far east as Indianapolis and Paducah, Ky.: as far south as Memphis 
and Tulsa; and as far west as Davenport and Wichita. I am attaching a com- 
plete list of the cities which we serve for your information. 

Qzark Air Lines, Inc., was incorporated in 19483 for the purpose of preparing 

1 render a local and feeder type of air service to 
a number of cities in the general geographic area which we now serve. In the 
7-year period, between 1948 and 1950, Ozark participated in a number of pro- 
ceedings before the Civil Aeronautics Board to establish that public convenience 
and necessitY required the establishment of air service over certain routes and 
to demonstrate Ozark’s fitness, willingness, and ability to render this required 


t 


pursuing applications to 











¥ 


RE PTE TIE OY OE 


> 


CERTIFICATES FOR LOCAL SERVICE AIR CARRIERS 13 


¢ 


air service. Ozark was finally awarded a temporary certificate of convenience 
and necessity in the Parks Investigation Case, which was decided July 28, 1950. 
On September 26, 1950, the date on which Ozark’s certificate of convenience and 
necessity became effective, the company commenced scheduled operations on its 
first route segment between St. Louis and Chicago, serving the intermediate 
points of Springfield, Ill.; Decatur, Ill.; and Champaign-Urbana, Il. 

In November of the same year, routes were activated between St. Louis and 
Davenport-Moline via the intermediate points of Quiney, Ill.: Keokuk, Bur- 
lington, Muscatine, Iowa; also between Davenport-Moline and Indianapolis, 
Ind. via the intermediate points of Peoria, Bloomington, Champaign-Urbana, 
and Danville, Ill In January 1951, a new route was activated between St. Louis 
and Memphis, Tenn, via the intermediate points of Cape Girardeau, Mo.; Cairo, 
Iil.; Padueah, Ky.; Dyersburg, and Jackson, Tenn. In March of 1951 a new 
route was activated between St. Louis, Mo. and Tulsa, Okla. via Springfield and 
Joplin, Mo. In June, a route was activated between St. Louis and Rockford, 
Ill. via Sprinfield, Peoria, and Davenport-Moline. By middle August of 1951, 
with the activation of a route between Tulsa, Okla. and Kansas City, Mo. via 
Bartlesville, Okla.; Coffeyville and Topeka, Kans.; Ozark Air Lines, Ine., had 
completed in a period of approximately 11 months the activation of the entire 
route structure which it had been previously been awarded subject only to 
airport availability at the certificated points \s additional modifications to 
the route structure were authorized by the Civil Aeronautics Board, Ozark 
promptly and effectively extended its routes to Wichita, Kans. and to Milwaukee, 
Wis. and today operates a system of 2,212 unduplicated route miles connecting 
37 designated cities. In the short space of 3144 years, Ozark Air Lines, Ine., 
grew as an organization from approximately 40 employees on the day scheduled 
operations commenced, to approximately 400 employees today, all trained and 
fully briefed on their individual responsibiilties in respect to the airline opera- 
tion. In this period of time working with the various Federal agencies that are 
involved, including the Civil Aeronautics Board, Civil Aeronautics Administra- 
tion, the Post Office Department, the Weather Bureau, and the Federal Com 
munications Commission, Ozark not only activated these new air routes which 
it had been awarded, but also established its own communications and naviga- 
tion facilities over these routes so that by the summer of 1953, it had received 
omplete day and night and instrument authority over its route structure. Dur- 
ing that same period of time it purchased, overhauled, modified, and standard 
ized for its particular use, a fleet of 13 Douglas, twin-engine, 27 passenger air- 
planes. Ozark provided scheduled air service for the first time to 16 new com- 
munities in the Middle West, and a supplementary service, or service from a 
new direction, to 22 additional cities Its 124 flights daily, now offer a depend 
able, ontime scheduled air transportation of mail, passengers, and express to 
approximately 10 million people living in this wealthy, fast-growing section 
of the country Its highly trained organization and equipment and facilities 
is a Valuable asset to the Federal Government in the form of an emergency air 
lift and aviation training facility in the event of a war or a national emergency. 
As of April 18, 1954—301,000 passengers had been carried by Ozark Air Line 
Ozark has a perfect safety record having flown 49,604,271 revenue passenger 
miles as of April 1S, 1954. 

It is generally recognized that in a few vears, there will not be a first class 
community in our country without scheduled air service. The existence and 
refinement of Ozark’s scheduled services to the communities it serves, has been 
a definite factor in attracting additional industry to many of the cities served 
by Ozark. For example, in the dispersal of industry that has taken place in 
many of our large industrial cities because of the atomic bomb threat, ete., many 
firms such as Allis Chalmers, Gener: Motors, General Electric, ete., have 
ocated important branches in such cities as Decatur, Ill.; Danville, T1l.; Spring 
field, Ill.; ete. This dispersal of industry will probably continue in order to 
take advantage of the housing situation, available labor supply, ete., in many of 
these fast-growing communities. Ozark Air Lines, Inc., intends to play an 
active part and keep pace with this inevitable development Ozard has on file 
with the Civil Aeronautics Board at this time, applications to render an im- 
proved service to its present cities and to 28 additional communities in this 
general area which appear to have the economic potential, the need for this 
type of scheduled air service, and which have provided suitable airport facilities 
to entitle them to scheduled airmail, passenger, and expresse service. If the 
pending applications are granted this company, Ozark Air Lines, Inc., the newest 
scheduled airline in the United States, will be one-third larger than it is today 








44 CERTIFICATES FOR LOCAL SERVICE AIR CARRIERS 


in respect to the number of miles to be operated, cities to be served, etc. There is 
an increasing demand in these cities for the frequency and local service which 
can only be provided by a company of Ozark’s type. Given the opportunity, it 
is just as certain that Ozark’s service will be further improved and provide 
more utility to the communities served, as it is certain that there will be im- 
provements in medicine, and an increased improvement in general health in this 
area. 

We urge that your committee in its deliberations now clearly recognize the 
importance of the local service airline industry as an important and permanent 
part of the air-transportation industry, and that we be permitted the same 
opportunity to grow and establish ourselves, to refine our product, to do a better 
job for our communities without crippling restrictios on our certificate and our 
method of operation, with the result that we an achieve the same economic self- 
sufficiency which has been attained by most of our trunk airlines in their short 
period of operation. We urge that ample protection to the local service airlines 
in respect to the interstate nature of their operation be provided in Senate 
bill 2647 so that these small companies do not have to continually be involved in 
crushing obligation of duplicating each of these Federal processes in relation 
to certificate, tariff, and scheduling matters in each of the States which they 
serve. We specifically urge that the local service airlines of the United States 
be given permanent certificates now so that it will not be necessary to go through 
costly recertification proceedings and Federal processes. A permanent certificate 
is essential to secure proper financing; to plan intelligently ; and to overcome the 
local service airplane equipment problem. We suggest that the original objec- 
tives of the Civil Aeronautics Act to promote and foster the growth of civil 
aviation be reemphasized in any new legislation. The local service airline 
industry in particular needs as much encouragement and help at this time as 
that received by other means of transportation at a comparable stage of develop- 
ment. It is obvious from even the most cursory glance at the air transportation 
industry in the United States today, that the past practice of the Federal 
Government in promoting and fostering the development of this industry has 
been very worthwhile. 


OZARK'S RECORD IN TRAFFIC DEVELOPMENT 


The 14 local service airlines in the United States have an average experience 
record of approximately 6 years. Ozark, however, is the most recent of the 
local service airlines to inaugurate service—scheduled operations were started 
September 26, 1950, only 34% years ago. Ozark’s traffic record has shown sub 
stantial growth each year. Our continued traffic generation growth indicates 
we have not to date reached a leveling off or plateau in our traffic generating 
possibilities. The record of Ozark’s passenger traffic reveals that in our— 


First year of operation, 38,000 passengers flown. 

Second year of operation, 73,000 passengers, a 91 percent increase in number 
of passengers, With a 52 percent increase in scheduled operation. 

Third year of operation, 115,000 passengers, a 56 percent increase in number 
of passengers, with only a 714 percent increase in scheduled operation. 

Calendar year 1953, 125,000 passengers, 46 percent increase. 

Fourth year (6 months), 67,000 passengers, 42 percent increase. 


Ozark’s total nonmail revenues have shown similar growth since the start of our 
operations 3% years ago. In our— 
First year of operation, $382,000 of nonmail revenues were generated. 
Second year of operation $735,000, 92 percent increase. 
Third year of operation $1,117,000, 52 percent increase. 
Calendar year 1953, $1,218,000, 44 percent increase. 
Fourth year (6 months) $647,000, 38 percent increase. 


Appendix A attached to my prepared statement gives the details of Ozark’s 
growth during our 3% years of operation in nonmail revenues, number of 
passengers, pounds of airmail and air parcel post and air express flown. 


INCREASED COSTS 


Ozark Air Lines, as well as all of the local service airlines, has been confronted 
with increased costs in many catagories since the start of their operations. 
Salaries and wages have increased each year to keep pace with the general econ- 





CERTIFICATES FOR LOCAL SERVICE AIR CARRIERS 45 


omy of the country. The supply of war surplus spare parts and maintenance 
equipment has largely been exhausted and the cost of these parts has increased 
many fold. The cost of gasoline, a major item, has shown steady increases in 
price. To offset these increased costs extreme vigilance must be maintained in 
increasing the useful life and overhaul periods in aircraft maintenance and in 
attempting to hold the line or reduce landing fees and rentals at the cities served. 
Spreading the costs of additional mileage has helped to distribute overhead costs. 
Strict economy in utilizing personnel in dual capacities and eliminating waste 
and extravagance are goals that are being sought by every local service airline. 
With the current trend in costs it is very difficult to show cost reduction. 


MAIL SUBSIDY 


Ozark’s dependency on mail subsidy would appear relatively high dué w 
special circumstances. Aircraft, spare parts, and equipment costs in 1950, when 
Ozark started its operation, had more than tripled because of the Korean war. 
Ozark was the only local service airline to start scheduled operations after hos- 
tilities had started in Korea. While Ozark was waiting for its certificate appli- 
cation to be processed, DC-8 aircraft, which were offered at $12,000 each before 
the Korean war, increased in price to over $100,000. 

The routes awarded Ozark and the cities designated to be served by the Civil 
Aeronautics Board were not all economically sound. Several cities and routes 
which indicated sufficient traffic to justify air service did not measure up to ex- 
pectations. To serve many of these cities Ozark was required to provide and 
maintain its own navigation facilities. Traffic promotion at these new cities was 
costly. Sufficient time, usually 2 to 3 years, is required to determine if air service 
in a given city will be supported. Every attempt must be made in scheduling 
and routing to give these communities a fair trial. This trial period is costly and 
is one of the penalties of inaugurating a local service airline and is a nonrecurring 
cost. During the past 2 years service to 5 cities served by Ozark has been 
suspended and 8 additional cities are cited for suspension in the examiner’s 
recommendation in the Ozark renewal case. With the modification in route 
recommended by the examiner in Ozark’s renewal case, Ozark’s future in self- 
sufficiency will be materially improved. Ozark’s dependency on mail pay with 
the new and proven routes should be substantially less than in the past, and should 
continue to decrease each year as traffic develops. 


LOCAL SERVICE AIRLINES MEET COMMUNITY NEEDS 
The flexibility of the local service airlines in meeting the changing traffic needs 
in serving their communities has been demonstrated by all the local service air- 


lines. Typical of this flexibility is the 3-year record of Ozark in serving some 
selected cities on its system. 
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Growth of daily scheduled frequency ¢ nd passengers generate d 
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KLI CITIES TO LOCAL SERVICE ‘AIRLINES 


rhe pe y of suspending trunk rlines by the Civil Aeronautics Board and 





ertain cities over to the local service airlines appears to us to have 
advantages to the communities involved, to the trunk carriers, and also 

il service ines. The troduction of larger, faster, and more expen- 

pe ted by the tru iirlines has introduced operational and 

ems which will make it economically unsound for these larger 

rm a short-haul operation. In many instances, this new equip- 

f h outgrown the airport facilities available at some of these communities. 


d in resistance on the part of many communities 
d ths policy, many communities now realize that their only hope of a 





‘ ‘ ormade to their nee ith greater frequency of scheduling rests 

vit he local service airlines. Ozark has worked closely with several of the 

rline n its area, and as a result, in its renewal proceedings, Braniff 

World Airlines filed to suspend operations at some of the cities which 

strengthen Ozark’s nd their system and improve service to these com- 

( Al \ \ rRAFFIC FOR TRUNKS 

IL) the year 1953, the 14 rvice airlines carried over 2 million pas- 

Appl ately 50 percent, or over a millior passengers, were interline 

nnecting passengers with the ft k airlines accounting for approximately 

$30 io f the passenger revenus Che contribution of the local service 

contributing factor in the self-sufficiency of most of the trunkline 

D FOR EXCLUSIVE FEDERAL JURISDICTION 

Phere a pressing need for legislation to give exclusive Federal regulation of 

types of flying and for exclusive Federal economic regulation of all 
carrier operations 

Che Illinois Commerce Commission, for example, maintains that all air carriers 

astate and interstate serving two or more points in the State are subject to 


the Illinois public utility laws requiring a certificate of public convenience and 
l are subject to State regulation on schedules and tariffs. American, 


A 1 ted, Braniff, and Ozark, under this definition, sre subject to the Illinois 
dict s each serve two or more points in the State of Illinois. About a 
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month ago, Ozark filed some adjustments to its fares with the Civil Aeronautics 
Board and simultaneously filed the same revised rates with the Illinois Com- 
merce Commission. Under CAB reguiation the rates will become effective May 1, 
1954. The new tariffs have been published and distributed throughout the free 
world. Two weeks ago, the Illinois Commerce Commission notified Ozark that 
its new tariffs must be suspended until August 4, 1954, insofar as Illinois cities 
are concerned, and has set May 4 as a hearing. Ozark faces May 1 with either 
violating its tariffs filed with the Civil Aeronautics Board or violating the order 
from the Illinois Commerce Commission. 

Ozark has also presently run into conflict with the Illinois Commerce Com- 
mission in serving Davenport-Moline. The Civil Aeronautics Board has desig- 
nated that these two cities are to be served as a joint stop, which permits the 
earrier, in this case, to serve the cities from an airport on the Iowa side of the 


Mississippi River or on the Illinois side of the river. For the past 3% years 
Ozark has served the Quad Cities from the Illinois side of the river. Early 
this year, after a careful survey, Ozark determined that it could better serve the 
reatest mber of people at the Quad Cities stop through the Davenport Airport 
and could reduce its operating costs, and secured Civil Aeronautics Board's 
permission to serve the joint stop at the Davenport Airport. The move was 


completed this month. Now, the Illinois Commerce Commission has cited Ozark 
to show why it should not be penalized for abandoning its service to Moline 
without public hearing and authorization and has set may 4 for a hearing. 
It can be readily seen that Ozark is “in the middle” in trying to serve two 
masters, with conflicting interests, procedures, and regulations and does not 
know where it stands on the two issues described above. If the joint jurisdiction 


is allowed to continue or permitted to expand to the other 10 states served by 
Ozark, it is obvious that the best interest of the public will not be served and 


1 litigation, 
conflicting regulations, delays, all of which are not in the public interest and 


in airline like Ozark and other air carriers will be subject to endless | 


serve to retard the development of commercial air transportation 
We appreciate sincerely the opportunity to appear before you. We look 
forward to vour vote of confidence in our industry, and the job the local service 
t 


iirlines have done since the war, in the form of legislation of the type requested 
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APPENDIX B,—Cities served by Ozark Air Lines, Inc. 


Arkansas: Jonesboro Kansas—Continued 
Illinois: Chanute 
Alton-Wood River Pittsburg 
Cairo Topeka 
Champaign-Urbana Wichita 
Chicago Kentucky : Paducah 
Danville Missouri : 
Decatur Cape Girardeau 
Peoria Columbia 
Quincy-Hannibal (Mo.) Joplin 
Rockford Kansas City 
Springfield St. Louis 
Indiana: Indianapolis Springfield 
Iowa: Oklahoma : 
surlington Bartlesville 
Davenport-Moline (Ill.) Miami 
Keokuk-Fort Madison Tulsa 
Kansas: Tennessee : Memphis 
Coffeyville Wisconsin: Milwaukee 


The Cuarrman. Thank you very much. 

Senator Monroney, have you any questions ¢ 

Senator Monroney. Is there a chance for economies in your ground 
operation if your local] airlines could assume th e ground service opera- 


tion for the trunklines? I notice in a few airports the local service 
carrier selling tickets and handling the baggage and check-ins for 


the trunklines. 

Mr. Haminron. Thi: a very practical and satisfactory arrange- 
ment in certain local ties, depe nding on - scheduling and the type 
of operation of the two carriers, but it is an area that can reduce sub- 
stantially ground costs. 

Senator Monronry. What ratio do you figure your ground costs 
are ‘ 

Mr. Hamivron. In the industry as a whole, it runs approximately 
50-50. Our ground costs run a little less ‘han that. 

Senator Monronry. That will include your maintenance and every- 
thing like that, such as this half-million dollar maintenance plant 
which Mr. Peach, of Mohawk, spoke of, wouldn’t it ? 

Mr. Hamitron. The ground cost would include the plant and facili- 
ties, but not the actual labor and repairs on the aircraft. They are 
in the direct flight costs. 

Senator Monroney. In other words, anything that could be done 
to provide a sort of uniform or joint operation on the ground would 
help to reduce the amount of subsidy required ? 

Mr. Hamiuron. Yes, sir; it would. 

Senator Monronry. If the CAB or somebody could maybe nudge 
the maior airlines and feeder airlines to try to get together on the 
ground service, it might help matters / 

Mr. Hamiuron. Yes, sir; and increased frequency of scheduling 
tends to reduce that, too, because you have certain fixed ground costs 
and as we develop traflic so we can spread the ground cost over more 
miles it tends to do that. 

Senator Monronry. You have to build up a bigger traffic load 
then to justify that ? 

Mr. Hamiiron. Yes. 

Senator Monroney. I was looking at your present growth, and if 
something could be done at a lot of these alrports to have only one 
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ground operation for all the airlines serving the airport, it would be 
one of the best places to cut down your costs. 

Mr. Haminron. In some places it works very well. We have such 
arrangements in a number of places. 

The Cuatrman. Is that all? 

Senator Monronry. That is all. 

The Cuarrman. Thank you very much, Mr. Hamilton. 

Mr. Myhre, would you be able to give your testimony the same way 
Mr. Hamilton has? 

Mr. Myure. I will need 5 minutes. I think I can do it. 

The CHatrman. Thank you very much. 


STATEMENT OF C. A. MYHRE, PRESIDENT, FRONTIER AIRLINES 


Mr. Myure. Mr. Chairman and members of the committee, my name 
is C. A. Myhre. I am president of Frontier Airlines, a certificated 
local service airline, with headquarters in Denver, Colo., and may 
I say it isa great privilege to appear here today. 

I will just run through this quickly. 

Frontier serves in a north-south direction, generally, throughout the 
Rocky Mountain region, through the 6 States as listed in the statement, 
serving a total of 34 cities. T’wenty-two of those 34 are served ex- 
clusively by Frontier, and out of those 22 there are 10 which have no 
rail service. So, they are dependent entirely upon Frontier for trans- 
portation. Of course, the buses run there, but the type of country is 
quite difficult from the transportation standpoint. The altitudes range 
from twelve to 14,00 feet. 

[ might say our flights cross the Continental Divide 10 times a day. 

We operate in excess of 7,000 feet in altitude, from considerably 
lower altitudes, and across mountain ranges, for example, from Pueblo 
to Gunnison, starting at about 4,700 feet, over a 12,000-foot mountain 
range, to an airport at about 7,700 feet. 

All of these things, of course, are difficult operating problems and 
present quite a challenge to operating an airline in mountain country. 
In spite of that, however, we complete better than 98 percent of our 
scheduled miles. 

I should like to state—— 

The CHarrmMan. What has your accident experience been ? 

Mr. Myure. Our accident rate is perfect. 

The CHarrman. All right so far. That is grand in that kind of 
country. 

Mr. Myrne. I always cross my fingers when I say that. 

We operate 12 Douglas DC-3 aircraft, as do the other local service 
carriers. 

An indication of a need for service in this kind of an area is shown 
in my statement on page 6, where I have listed 10 towns that are served 
exclusively by Frontier. These towns do not have rail transportation, 
incidentally. 

I might point out that Farmington, for example, based on the 
1950 population of that little city, which was 3,637, which, inciden- 
tally, has had population growth, however, since—in 1953 our pene- 
tration was 1,575 passengers per thousand population. The other 
cities are a great deal comparable. 
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lax contribution by Frontier. as well as other local service carriers, 
> quite substantial at a 3t% my belief that this is a definite offset to 


ibsidy 

In our e, in the vear 1953, total taxes which you could skim off 

e to} thout looking very deeply, were in excess of $850,000. 

Su *@ 1951 this figure | < ilwavs been in excess of $800,000. Of 
course, it does not inelude excise taxes which are included in invoices 
ind so forth that are shown separately. 

I want to mention briefly the airmail program of the local service 

\ , oF Course, t very Important institution in this country, 
i { tin C}1hie ist ear, thro igh thie coope ration ot the Post 
ii Department and the Civil Aeronautics Board, arrangements 

ere 1 le for the local carriers to assist in the Christmas mail lift. 
During S-day period a total o1 135.542 pounds of mail was moved. 
i represt d 49.355 ton-miles of mail. 

Wetl < that isan exe nt program for the Post Office Depart- 

‘ | iso very helpful to the local service carriers. The rate 
of transportation, I believe, that is paid by the Post Office Department 
ive rg vin Ss ce 

Now, in 1 (’hristinas mall ft the Post Office Department figured 

e | dof mail we cari iveraged about 40 letters pe r pound. At 

cel per letter we gained a revenue of $1.20 a pound. 

| 433,342 pounds carried represented in total revenue $520,000. 
Phe Po O)fi e Departme paid a total to all of the local service 

es of $14.806. — 

\ a d vou, I iso Want to mention this did not represent 
dditional dollars in the till to the local carriers, but was a direct 
red 1 subsidy as paid by the Board. 

\fter close of the vear. the Post. Office Department again author- 

local earriers to move into continued first-class mail 

At the prese time three carriers, including Frontier, North Cen- 
tral, and Central Airlines, are carrying first-class mail on certain 
flieht Frontier. for example, ¢ irries mail on one round trip between 
De rand Phoenix. 

~ itor Monronry Phat is regular 3-cent first-class mail ? 

Mr. Mynureer. That is corr Phat is first-class mail and preference 

\ i an. aa 


For the 22-day period in Mareh—this program was inaugurated 
m the 10th of March, and from the 10th of March through the last 
aay Mareh—the 3 lines carried a total of 65.546 pounds, or 10.135 


I believe, and I am sure all the local carriers agree. that the con 
tim ed use of all of the fl ohts of all ot the local service carriers would 
he a most progressive step for the Post Office Department to take in the 
moving of surface mail and particularly in the area which I am 
familiar with, in the mountains, where surface transportation in many 
imstanees is nil or pra tically nenexistent and where kK rontier does 
serve these towns. Mail is moved now in a matter of hours, from 2 to 
¢ hours, from Phoenix to Denver, where previously it took from 1 to 3 
days. 

The last statement, which I should like to read, will take me about 2 
minutes, on page 10 of my prepared statement. 
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I believe that au transportation Is nota luxury to be used by the 
few, but a universal economic necessity. 

I believe that the aviation industry has reached the point of deve lop 
ment and acceptance that now makes it a necessary part of our national 
transport ition scheme and to the extent that there can no longer be a 
question in anyone’s mind regarding the need for continual expansion 
to areas which do not now have air transportation. 

The local service airlines are a large and vital part in the trans- 
portation scheme. The ‘vy are designed . do the kind of a job necessary 
to obtain the full tr affix potential of t he area they serve and to offer 
the kind and type of service most needed by their patrons. 

Frontier looks to the future with confidence. It serves a land of 
abundance, vigor, and opportunity where distances and terrain are 


such as to make the airways the onl} practical way to travel. 


The local airlines have built an en AP sietinenace tes Mh oh few years 
of their operations. This record has ak built under the sponsorship 
: and guidance of the Civil Aeronauties Act of 1938. The authors of 


this act showed an amazing understanding of the problems of develop 
Ing an air transport system. Even with the tremendous changes and 
developments in routes and aircraft, the act of 1938 provided for 
adequate handling. 

It is heartening, indeed, that 1 group ot competent men hould 
again be taking a good look at the industry and the regulatory re 
quirements that are anticipated to be needed as the industry continues 
to progress. 

Amendment I to S. 2647 would be a great step forward in estab 
lishing the soundness of a portion of the ai industry and result in 
substantial sav ing’s 1n cost to the operators ana to vovernment agencies 
by the elimination of certificate renewal heari Ings 

The CHarman. Thank you very much. 

Have you any questions ? 

Mr. Mynre. Thank you. 


(The prepared statement submitted by Mr. Mvyhre is as follows:) 


STATEMENT OF C, A, MYHRE, PRESIDENT, FRONTIER AIRLINES, IN CONNECTION WITH 
S. 2647 


My name is C. A. Myhre. I am president of Frontier Airlines, a certificated 
local service airline, with headquarters in Denver, Colo. I very much appreciate 


the opportunity and privilege of appear th 


ng in person before is committee 
Frontier Airlines operates local airline service throughout the Rocky Mountain 


area, in a general north-south manner, serving the States of Arizona, Colorado, 


New Mexico, Montana, Utah, Wyoming and El Paso, Tex Che cities receiving 

Frontier Airlines service are: 

Arizona: Colorad Continued Utal Continue 
Clifton ’ Gunnison Vernal 

' Flagstaff * Monte Vista Wyoming 

Phoenix Montrose Casper 
Prescott Pueblo Chevenne 
Safford * Montana: Billings Cody 
Tucson New Mexico: Greybull 
Winslow * Albuquerque Laramie 

Colorado: Farmington °° Powell * 
Alamosa *? Gallup Rawlins’ 
Cortez ** Silver City Riverton * 
Denver Texas: El Paso Rock Springs’ 
Durango *’ Utah: Worland* 
Grand Junction Salt Lake City 


1 Served exclusively by Frontier. 
2 No rail service. 





wc 
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Frontier serves a total of 34 cities, 22 of which depend entirely upon Frontier 
for air service. Of the 12 remaining cities which are served by other airlines, 
in addition to Frontier, 6 are major trade center terminal cities to which Frontier 
connects the trade area cities 

Frontier Airlines is a merger of three smaller companies, Monarch Air Lines, 
Challenger Airlines, and Arizona Airways. Monarch Air Lines filed exhibits 
with the Civil Aeronautics Board in 1944 in support of an application filed in 
1938 and received Docket No. 152. <A certificate of convenience and necessity 
was awarded by the Board effective March 30, 1946. The certificate was awarded 
to Challenger Airlines at the same time. A few months later, the Civil Aeronau- 
tics Board awarded a certificate to Arizona Airways 

The original certificates were of 3-year duration. Monarch Air Lines com- 
menced actual operations on a limited scale on the Denver-Durango portion of its 
routes on November 27, 1946. 

Challenger Airlines inaugurated service over its routes on May 7, 1947. 

Arizona Airways experienced financial difficulties after receiving its certif- 
icate and was unable to get operations started, although the company owned 
sufficient aircratt and considerable necessary ground equipment 

Traffic figures for Monarch and Challenger showed moderate use of the service 
in the early days of operation but the upward trend was very encouraging. By 
1949 it became obvious to the operators of Monarch Air Lines that their type 
of service was a definite necessity to the Rocky Mountain area and would be of 
tremendous economic value in the development of that western region. It was 
also obvious a single air carrier could do a considerably better job in serving 
the region and would result in a lesser mail pay burden than would three 
separate operators. Monarch therefore began negotiations with Arizona Ajir- 
ways and with Challenger Airlines, and, at the conclusion of CAB hearings, 
approval was granted by the Board to merge the 3 carriers into a single com- 
pany and to consolidate the 3 separate certificates. The merged operation 
adopted the name Frontier Airlines, Inc., and operation of the new company be- 
came official on June 1, 1950. We estimate that the savings to the Government 
is in excess of $500,000 per year for the single carrier as against the 3 companies 
operating separately. 

Frontier has applied to the Civil Aeronautics Board for authority to extend 
its services from Billings, Mont., throughout the Williston Basin. The exam- 
iner’s initial decision in that case was issued April 14, 1954, and recommends 
service from Billings, Mont., to Miles City, Glendive, Sidney, and Wolf Point, 
Mont., and to Williston, Dickenson and Bismarck, N. Dak. 

The Rocky Mountain region offers perhaps the greatest challenge to a local 
service airline. The rugged mountains and the high altitude terrain present 
difficult obstacles which must be overcome. Subzero temperatures may prevail 
in the northern portion of the system while the southern portion may be en- 
joying summer weather. However, all plans must be equipped to fly on any 
segment of the system on any day. Operating altitudes is another obvious 
handicap to Frontier. Several of Frontier’s airports are located at elevations 
higher than the enroute cruising altitudes of many other airlines. The field 
at Alamosa, Colo., is 7,531 feet above sea level. Laramie, Wyo., 7,270 feet. 
Gunnison, Colo., is 7,683 feet above sea level and Flagstaff, Ariz., 7,200. One 
flight proceeds from Pueblo, Colo., an elevation of 4,690 feet, to Gunnison, Colo., 
over 9 mountain range of 12,000 feet altitude. Frontier flights cross the Conti- 
nental Divide 10 times every day. While mountains present costly operating 
probiems, they are also the reason why air service is so vital to the area. 

The area served by Frontier has greater isolation and less adequate surface 
transportation than almost any other area in the United States. This fact has 
been consistently recognized by the CAB. In Docket No. 4340, the latest renewal 
case of Frontier, public counsel, on December 6, 1950, stated in part “* * * in 
any consideration of operations over Route No. 73 there are certain significant 
differences between Frontier and other local feeder operators. Without at- 
tempting to delineate in any detail, these differences are brought into clear focus 
by a glance at the map and a realization of the nature of the terrain over which 
the carrier operates, as well as an understanding of the difficulties of surface 
transportation in the area, and other factors which exist in the Rocky Mountain 
area that are not found in other parts of the country.” Other quotations of 
public counsel and the CAB examiner are shown on page 3 of the attached 
booklet, A New Kind of Airline. 

It will be obvious that rail transportation in the mountainous area would be 
circuitous and slow, and, in fact, nonexistent to many cities, as I pointed out 
previously. Winter travel by highway is hazardous and many times the moun- 
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tain passes are closed by snow so that ground travel is at a standstill. Frontier 
is, therefore, the only source of reliable and much-needed transportation to this 
area. In spite of operating difficulties, the reliability of Frontier's service is 
shown by the percent of completion of annual scheduled miles; 1950, 97.71 pet 
cent ; 1951, 98.32 percent ; 1952, 98.50 percent; and 1953, 98.82 percent Previous 
to 1950 completed schedules ranged in the low 90’s. This was improved by the 
installation of our own airways system which permits us to fly night and in 
strument flights. The airways system, of course, had to be installed, operated, 
and maintained by us, since over 90 percent of our routes are not covered by 
the Federal airways system. Over 2,000 miles of new airways were thus made 
available to aviation and are used extensively by corporation and private 
aircraft 

Frontier operates a fleet of 12 Douglas DC-3 type aircraft These were wat 
surplus ships and were modified in accordance with a special interior con 
figuration of our own. Each aircraft is fitted with 24 passenger seats and a 
cargo compartment, both front and rear, Freight is a very important pi 
our revenue. Due to the almost complete lack of surface transportation in our 








area and to the frenzied activity in oil and uranium development, fast freight 
movement is of the utmost importance irontier has been tl leader in the 
air-freight field among the local-service carriers, carrying ore than one-third 
of all the air freight carried by all 14 local airlines 

The importance of Frontier’s service to the area n fact, the definite need 
for the service—is best portrayed by the following traflic comparisons: 
Number of passenge QR O62 1 523 , 60.370 | 65,680 102 4 12 0 O04 
I enger-mile thousand 6,4 12, 142 ) 669 27 39 4 O58 
Passenger-load factor ercent 19.4 21. 18 25. 66 24.03 1 , Rf 
Ton-miles—Mail 27,172 | 60,347 | € 34 | 73.966 127.808 109. 74 101. 232 
lron-mile Express 23,428 | 37 ( 659 7 O61 ; 72. G66 f 4 
Ton-mis'es—Freight 47, 273 |123, 853 (163, 632 |162, 507 303,611 420,358 | 424, 682 


Commercial-revenue increnses shown here for 1951, 1952, and 1953 show ove1 


all increases: 


Revenue 19 1952 ) 
I enger $1, 413, 752 $1, 711, 487 $1, 782, 764 
Expres be 27, 04 26, 994 27, 504 
Freight &3, 520 117, 275 136, 720 
Other 123, 882 89, 634 70, 607 


The decrease in “Other” revenue is due to decreasing military charter flights. 

An indication of the need for air service, as evidenced by the use thereof, is 
demonstrated by the penetration of traffic potential at the following cities which 
do not have rail transportation and which are served exclusively by Frontier: 


Passengers boarded per 1,000 


1950 population 


population 





51 | 952 1953 
Alamosa $54 328. 9 586. 7 515. 1 
Monte Vista 3, 272 444.7 14u.2 129.0 
Clifton 3, 406 237.2 2211.5 186. 7 
Cody (7 months $, 872 ] 349.7 
Cortez » 680 659. 0 856. 3 849.6 
Durango 7, 459 445.8 2 512.0 
Farmington 3, 637 720.9 l, l 1, 575.7 
Gunnison 2,770 381.2 (0 224.9 
Riverton 4, 142 463.3 540. 3 605. 5 
Vernal 2, 845 314. 2 771.2 743. 4 


Service suspended for part of the year and then resumed with 1 round trip per day. 
3 Service reduced from 2 round trips per day to 1 
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Other cities served show a sinnilar penetration which is borne out by the load 
factors shown on page 5 

Potal personnel employment of Monareh and Challenger Airlines in the first 
fu ear of operation was approximately 350. Frontier now employs a total 
personnel of 550. The annual payroll for 1953 was $2,615,000. The buying 
power created by Frontier is an important contribution to the local economy, as 
vell as a able tax benefit to the Federal Government. In addition to the tax 

ntribution on payrolls, Frontier contributes substantial additional taxes In 
1953 Frontier paid the following taxes 





Pavr ta xé mployes S28, 164 
Py te mpan #3, 181 
I) ‘ ‘ er ( 
Gas < 
Prope 
I 
I , < vers 
S4, 616 
clude h tax s are included in the purchase price 
d nplic ete Phe sted above have ey on ed SSOO.000 
| 1 : 
| cle e tax ni ) 1 sted above, Fi tie! se e has col 
( if ved Phe research 
[ ersil f Dy 1 r, Colo Ss presently engaged in a 
eS ved by F ! eterminge lL) new businesses started 
I ) ( t the ~ (2 lie eX insk of established 
f bey ‘ ‘ e, and >) e net effeet of 1) and (2) 


I hy of operation | 0 mproveln over the preceding year. We 
a - } .°Ce1 forecast a 4-percent in 





‘ i ( ‘ é ent increase in all other 
( ‘ rienced in 1954 We esti- 
‘ cost increase covered by increases in 
1d a mode profit in 1954. 
| de iS ¢ ( 2, and each year since that 
! | I ( I { mparable with the small return on investment 
1) Ae} Board 
Phe « e of airma ne of e more vitally necessary services rendered 
rhe f efficient handling of mail is of utmost 
pel ul velopment As an exanipl he bank 
' which Fr tier dos ts b g Denver has correspondent banks through- 
el ‘ . i ilw een thei ractice to nd clearing items 
om are { wey considered eCeSSi! [ ems to clear The 
by a substantial number of the banks in the Rocky Mountain area, 
} rerpee 1 bea nD , pe a el 


Late in 1953 the 14 local ; es proposed to the Post Office Department that 


the on rlines used to ex “lite the transfer of Christmas mail With the 
ppre the Board ho « iblished rate of 50 cents per ton-mile, the local 
: carried Christn { n S-day period. <A total of 483,542 pounds 
vas oved, re el vy 4000 Con-m Chis was an excellent pro 
I ! Post Off ’ ‘ imazingly low transporta 

t mi <« expe ite (‘hi t? is mad r bee done before 
The VP Office cost as a ‘ eport for the fiscal venr 1952, the latest 
ible s that « f « pense d ‘ the Vost Office is spending 

US ce S I ransporta 1 

| e &-day Christmas period, the local carriers were paid 2.84 cents of 


each d ir of the Post Office Department gross revenue, which is only a fraction 


of the «uverage national transportation cost. The Post Office Department esti- 
mate hat the type of letter mail carried by the local airlines during the Christ- 
mas movement contained above 40 letters to the pound; that is, at 3 cents a 
letter, the revenue was $1.20 a pound. With the local airlines carrying 433,342 
pounds of mail, the gross revenue to the Post Office Department for this mail 
was approximately $520,000, and it paid the local airlines only $14,806 for the 
transportation 
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On February 5, 1954, the CAB authorized the continuance of the carriage of 
first-class mail by the local carriers at a 30-cent-per-ton-mile rate for the year 
: 1954. On March 10, 1954, the Post Office Department authorized three local 
airlines to carry this mail. Central, Frontier, and North Central are the three 
presently being used. For the period March 10 through March 31, these 3 local 
airlines transported a total of 65,546 pounds, which was 10,135 ton-miles. Fron 
tier is presently authorized to carry first class and other preferential mail on 1 
flight per day from Denver to Phoenix and on 1 flight per day from Phoenix to 
Denver For the 22-day period in March 1954, these 2 flights carried 4,999 ton 
miles of mail. These two flights depart from each terminal at 4:30 p.m. Mail 
now boarded on Frontier's flight is delivered to the post offices along the route 
in from 2 to 7 hours, which previously took from 1 to 3 days. 
The full use of the 14 local airlines and all of their flights would appear to be 
one of the most progressive steps the Post Office Department could take to move 





urface mail speedily and efficiently and at a very reasonable cost. The local 
‘. i e now working with the Post Office to secure additional mail authoriza- 
ns and to secure additional volumes of such mail 
Any diseussion of the local service airlines would be incomplete without 
reference to the safety record established 
NO mount of preparation can be a mplished until a certificate of public 
- onvenience and necessity has been actually received Then, upon receipt of 
certificate, the operator is under extreme pressure to get service started as 
as p le. The certificate is of short duratio usually 3 vears—and no 
| inge financing can be a complished Route and station developr ent 1s 
ust lem 
E ” raini <a must There no relaxing of ¢ tv regulations 
I ( \eronauties Ad Inistrat of th economi egulation of the 
CAI ther age \ hat 1 v be ffected { nsidering these « ul 
t ‘ ‘ el ea ne ive had an enviable record 
‘ he tu y? LO 1 1945, the pa ( z th | Ve I l been 
mutstanding 
\ 1¢ s 108 | & ”) 
87,9 , | 
During the 9 venurs F operation thie ocn iirtine have had only 2 ace dents 
wl h inve d fat ties 
I think it may be fairly stated that the local airlines are proud of the fact 
that they have been given no quarter from a safety of operation standpoint 
rating under rather tight financial arrangemen nder a constant mandate 
duce subs dy and to exe! e the greatest fruga ity the record established 
e 2 s excellent These conditions have required the operators to be ever alert for 
new nd better ways of doing things in order that the greatest benefit mav be 
received from each dollar spent 
Frontier’s development of the progressive aircraft overhaul system received 
national recognition when it was put into effect in 1952. The story appeared 
° ° in Applied Hydraulics and other trade journals. Many other effective economic 
“methods have been developed. We are now installing production control 
throughout the entire maintenance base The CAA has been most cooperative 
and helpful in aiding the local airlines I should like to pay special tribute to 


the group in Denver, Colo 

I believe that air transportation is not a luxury to be used by the few, but a 
universal economic necessity I believe that the aviation industry has reached 
the point of development and acceptance that now makes it a necessary part of 
our national transportation scheme and to the extent that there can no longer be a 
question in anyone’s mind regarding the need fur continual expansion to areas 
which do not now have air transportation 

The local service airlines are a large and vital part in the transportation 
scheme Chey are designed to do the kind of a job necessary to obtain the full 








ob CERTIFICATES FOR LOCAL SERVICE AIR CARRIERS 


traffic potential of the areas they serve and to offer the kind and type of service 
most needed by their patr s 
Frontier looks to the future with confidence. It serves a land of abundance, 
gor and opportunity where distances and terrain are such as to make the air- 


vVavs the on practical Way to trave 

Che lo tirlines have built an enviable record during the few years of their 
operatior This record has been built under the sponsorship and guidance 
ot e ¢ Aeronautics Act of 1938 Che authors of this act showed an amaz 


ing understanding of the problems of developing an air transport system. Even 
with the tremendous changes and developments in routes and aircraft, the act 
of 1938 provided for adequate hand 

eartening indeed that a group of competent men should again be taking 
i good at the industry and the reguiatory requirements that are anticipated 


to | eeded as the industry continues to progress. Amendment No. I to 

2047 1 be a great step forward in establishing the soundness of a portion 
of the air industry and result in substantial savings in costs to the operators 
ind t I nt : I tion of certificate renewal hearings. 
Ag vy I say it has been my privilege to appear before this committee. 





: 
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PROVIDE PERMANENT CERTIFICATES FOR LOCAL 
SERVICE AIR CARRIERS 


THURSDAY, MAY 27, 1954 


UNITED STATES SENATE, 
CoMMITTER ON INTERSTATE AND ForEIGN COMMERCE, 
Washington, BP. G. 

The committee met at 10:07 a. m., pursuant to recess, in room G—16 
in the Capitol, Senator John W. Bricker, chairman, presiding. 

Present : Senators Bricker (chairman), Schoeppel, Hunt, Monroney, 
and Smathers. 

Also present: Bertram O. Wissman, chief clerk; and Edward C, 
Sweeney, counsel. 

The CHamrman. The committee will come to order. 

This is a continuation ofthe hearings on S. 2647, the McCarran 
bill. 

The first witness this morning is Mr. Robert Bb. Murray, Jr., Under 
Secretary for Transportation and Chairman of the Air Coordinating 
Committee. 

You may proceed as you desire, Mr. Murray. 


STATEMENT OF HON. ROBERT B. MURRAY, JR., UNDER SECRETARY 
OF COMMERCE FOR TRANSPORTATION 


Mr. Murray. 


* * *« + * a” * 


Conversion of local service certificates to permanent basis: Pro- 
posed amendment I to 8. 2647 would authorize any existing local 
service carrier to apply for a conversion of its route certificate to a 
permanent basis, and would require the Authority to make such change 
unless the service provided has been inadequate or inefficient. Pro- 
posed amendment J would accomplish the same result, with the added 
requirement that the Authority make a finding of fitness, willingness, 
and ability on the part of the local service carrier. 

This Department believes that it would be unsound to provide by 
tatute a general change in the duration of route certificates granted 
by the Civil Aeronautics Board. The Board expressly limited the 
duration of present local service certificates because of the experi- 
mental nature of the services authorized. In its original decisions 
authorizing such services, and repeatedly since then, the Board has 
emphasized that it would refuse to renew the certificate of any carrier 
which fails to demonstrate adequate progress toward self-sufficiency. 


5 
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In the recently completed policy survey of the Air Coordinating Com 
mittee, this general principle has been reaflirmed. 

his Department recognizes, of course, the desirability of giving 
all carriers the degree of stab lity prov ided by permanent certificates 
wherever justified, and at the earliest date possible. However, we 
believe that this should be accomplished within the CAB’s existing 
authority to determine the appropriate duration of any given cer 
tificate on the basis of evidence specifically relating to its particular 
service. We therefore Oppose these proposed amendments to S. 2647. 








PROVIDE PERMANENT CERTIFICATES FOR LOCAL 
SERVICE AIR CARRIERS 


TUESDAY, JUNE 1, 1954 


Unirep STATES SENATE, 
CoMMITTEE ON INTERSTATE AND Foreign COMMERCE, 
Washington, re. 
The committee met at 10:07 a. m., pursuant to recess, in room G-16 
> in the Capitol, Senator John W. Bricker, chairman, presiding. 
Present: Senators Bricker (chairman), Schoeppel and Monroney. 
Also present: Bertram O. Wissman, chief clerk, and Edward C. 
Sweeney, counsel. 
The CuairmMan. The committee will come to order. 
The first witness this morning will be the Chairman of the Civil 
Aeronautics Board, the Honorable Chan Gurney. We are glad to 
have you with us. 


STATEMENT OF HON. CHAN GURNEY, CHAIRMAN, CIVIL 
AERONAUTICS BOARD 


Mr. GurRNEY. 


* * * * * % * 


A consideration of the foregoing inevitably leads to the conclusion 
that entry into the field must be limited. The Board is strongly of the 
opinion that the system of certificates of public convenience and neces- 
sity spelled out in the present act and carried forward in the McCarran 
bill is the only sound approach. We do not, however, concur in 
either of the J amendments to S, 2647 which would provide grand- 
father rights for the present local service carriers. Such rights would 
place these carriers on a permanent basis without a finding of public 
convenience and necessity for permanent certificates. Such a concept 


2 is out of harmony with the basic principle of the bill, which we endorse, 
and in our opinion is not desirable or necessary to the continuation 
of local service development. 

= 


STATEMENT OF SENATOR LYNDON B. JOHNSON, A UNITED STATES 
SENATOR FROM THE STATE OF TEXAS 


Mr. Jonnson. The people of my State of Texas are exceedingly air- 
minded. 

Texas is a State of great distances. Texans are, generally speaking, 
people who are ina hurry. They therefore make extensive use of air 
transportation. 
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Texans have a particular stake in the bill now before this com 
mittee, H. R. 8898, to amend the Civil Aeronautics Act regarding 
certificates of public convenience. 

At the present time, the small airlines—the so-called feeder lines— 
must come before the Civil Aeronautics Board at regular intervals 
to en renewal of their certificates of necessity. Without those 
certificates, they cannot operate. 

Th * means that they are in no position to make long-range plans 
for their future operations. This is a serious matter to the owners and 
pica of these feeder lines. It is serious also to the patrons of 
these lines. 

The big trunk airlines obtain a certificate of necessity and operate 
under it from that time thence forward—although, of course, their 
operators can be called before the CAB at any time. in the event of 
unsatisfactory service, to show cause why t their certificate should not 
be suspended. 

H. R. 8898 simply proposes to extend this same treatment to the 
feeder airlines. 

It is a fair. equitable, just piece of legislation. It has been passed 
unanimously by the House of Representatives. It is, in my earnest 
opinion, deserving of favorable consideration by this committee. I 
urge ifs approval. 


STATEMENT OF SENATOR BARRY GOLDWATER, A UNITED STATES 
SENATOR FROM THE STATE OF ARIZONA 


Mr. Gorpwarer. Feeder airline operations have given the greatest 
impetus to the development of the Far West and the Southwest of 
any medium since the coming of the railroads. By rapid transpor- 
tation afforded by these lines, people in the sparsely settled areas of 
the West are now able to communicate with each other easily and 
rapidly, where a few years ago this intercourse was almost impossible 
because of : i lac ‘k of adequ ate roads and because of the length of the 
roads laa go, 

Not only is the feeder line important to the States themselves as a 
means of intra- and interstate communication, but they also feed to 
the big transcontinental airlines any passengers who heretofore have 
been unable to travel across the United States by air because of the 
lack of transcontinental facilities in or near their cities. If these lines 
are to continue to grow and are to continue to give the service 
to the Western States that is so sorely needed, their operation must 
be placed ona sounder footing. 

It is impractical, both from an operational sts undpoint and from a 
financial standpoint to operate any business, particularly a transpor- 
tation business with permits or certificates of as short a duration as 
5 years. The legislation that has come over eee the House, H. R. 
8898, and the companion bill in the Senate, S. 3759, would give to 
these carriers permanent certification to be held. the same as any trans- 
portation permit as long as adequ: ite and proper service is extended. 

I strongly favor the passage of this legislation and I urge that your 
committee give favorable consideration to it. 
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TUESDAY, JULY 27, 1954 


UNITED STATES SENATE, 
COMMITTEE ON INTERSTATE AND FoREIGN COMMERCE, 
Washington, D. C. 

The committee met at 10:05 a. m., pursuant to call , in room G-16 of 
the Capitol, Senator Andrew F. Schoeppel, presiding. 

Present: Senators Schoeppel, Bowring, Duff, Payne, Magnuson, 
Smathers, Pastore, and Monroney. 

Also present: Bertram O. Wissman, Chief Clerk; Edward Jarrett, 
Assistant Chief Clerk; and Edward C, Sweeney, Counsel. 

Senator ScHorrre.. The committee will come to order. 

Chairman John Bricker has been unavoidably detained because of 
the death of a close busines associate and friend, and will not be here 
today until late. 

The proposed legislation S. 3759, introduced on July 15, 1954 by 
Senators McCarran and Bricker, would amend the Civil Aeronautics 
Act of 1938, as amended, so as to direct the Civil Aeronautics Board 
to issue permanent certificates of public convenience and necessity to 
local service air carriers upon application, made within 120 days after 
its enactment. 

We also have before us H. R. SSOS which is slightly different from 
S.3759. Both of those bills have been made a part of the record. 

Senator ScuorpreL. The first witness this morning is Hon. Chan 
Gurney, Chairman of the Civil Aeronautics Board. 

Mr. Gurney, L assume you have a statement, and we will leave it to 
your good judgment to present it in any way you see fit 

I want to say at the outset that there are a number of telegrams and 

. other matters that have come to the attention of the committee, and at 
the proper time today I will offer those for the record. 

You may proceed, Chairman Gurney. 


STATEMENT OF HON. CHAN GURNEY, CHAIRMAN, CIVIL 
AERONAUTICS BOARD 


Mr. Gurney. Thank you, Mr. Chairman. 

The Civil Aeronautics Board is very pleased to have this oppor 
tunity of starting the testimony this morning on these two important 
bills. Possibly it has not been called to your attention that the Board 
did, on July 21, send a letter to the chairman of this committee. 
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[lor Jol W. Bri ker. TL di not kno 
ict of the re ord o} not. 


enator ScroEerpreL. It will be made 


“~ 
Mi (aU RNEY You know about it. do vou? 
~~ 


enator SCHOERPPEL. | received vn Copy 
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f that letter has been made a 
part of the record. 


of that letter yesterday. 


e re ord shi w that the lettel unael date of July ?] of this vear, 


oned by Chan Gurney. Chairman of the Civil Aeronautics Board and 
ertall er data and statements attached thereto w Il become a part 
of this record 
Leiter, July 21, with attachments, is as follows: 
Civit AERONAUTICS BOARD, 
Washinoaton. July 21. 1954 
HI J W. Bri | 
Chairman. Committee on Interstate and Foreign Commerce. 
United States Senate, Washinaton, D. ¢ 
Dear SENATOR Bricker: Th S in response to your request for a report on 
S. 38759, a bill to provide permanent certifica for local service air carriers. 
rhe Board is opposed to the enactment of this measure In the presentation of 
ir testimony before your committee during s hearings on 8S. 2647, we expressed 
our inability to support this principle in connection with the I and J amend 
ents to that bil More recently, we presented our views in full to the House 
( ittee on Interstate and Fo ( merece in connection with its hearings 
Hl. R. SSOS, a | basi V ir to S. 3759. Because of the urgency of the 
| heeat our desire to prese r views to your committee for use 
! eral of S. 38759, we are e1 ng copies of the statement presented 
I cn or I rdt he H ( mittee, togethe with a letter dated 
June >, 1954, to H ( irl 1. W ‘ setting forth certain supplemen 
\ el ! These two docume forth the Board’s views on the 
‘ men eS 
II ‘ Be ( esires I he reasons for its inability to suvport 
ne ess the fe } ni 1 ommittee, which we believe are 
s ‘ n the House rep H. R. SSS These points are as 
I ld re ve the entive w he carriers now have to increase 
I ( nd } l wn the sts At present the carriers and the Board 
king } 1 together in an effort t educe subsidy If the carriers make 
} howing the urd re rds them b g¢ them longer term certificates 
| ‘ erm vet given is f i Piedmont Airlines, and one to 
M iwk Airline In the Boa Oo} ! the presence of this incentive 
‘ been in | e part responsible f mprovement and growth of the 
ervice operators 
s ad would make much ! ‘ ffic) the improvement of the route sys 
I f the several car? The Board now has unquestioned power to make 
route adjustments in certificate renew ases as it finds necessary in the 
public interest With permanent certificate he Board’s power is much more 


permanent certificates confront the Board an: 


ceedings not now required The Board and the 


ra mprovement of their route systen 


nstal 


progress. The freezing of these certificates wi 
idle the Government with an annual 
nite future. The total amount of 
rvice carriers is approximately $25 


Third, the passage of this measure would sac 


subsidy bill of over $20 million for the indefi 


iil payments now being made to the local 
on. Most of this is subsidy 

Fourth, of every dollar of income to the 

comes out of the Treasury of the United State 

of every dollar it receives in the case of 1 | 

pays 73 cents, another 64 cents and so forth 





and its boundaries are not clear] lef 


ned. Thus, route adjustments in 
the carriers with legal court pro 
earriers working together for the 
have and are making substantial 
ld stop that progress 


cal service carriers, 50 cents of it 


s. The Government pays 82 cents 
al service carrier. To another it 
rhe average of the 14 is 50 cents. 





Finally, the Board believes that one of the basic purposes of this legislation is 


to express congressional endorsement of the 





al service concept in its present 


general outlines. Could not this support be expressed as effectively by congres 


sional resolution as by legislation which wou 





| have the effects as noted above? 
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The Board has been advised by the Bureau of the Budget that there Is no 
objection to the submission of this report and that the Bureau of the Budget con- 
curs in the position herein expressed 

Sincerely yours, 
CHAN GuRNEY, Chairman, 


\ bisa ut iva - Tiina 1954. 
lion. CHARLES A, WOLVERTON, 
Cl rman, Committee on Interstate and Forceig Comnterce, 
House of Representatives, Washington, a 
DEAR Mr. WOLVERTON : On June 23, 1954, in the course of the hearings on H, R 
SS98, a bill “to amend section 401 (e) (2) of the Civil Aeronautics Act, as 
amended,” Congressman Hinshaw requested the Board to furnish, for the con 


sideration of the committee, an amendment or amendments to the bill which 


would overcome the Board's objections, in whole or in part, to the legislation 


\s we understand it, such amendatery language must be consistent with the 
basic objec tives of the legislation 

Consistent with this request, the Board has examined the bill and has dis 
cussed several alternative amendments which might tend to reduce the major 
problems that permanent certification of the local service carriers i present 
On the basis of this examination, the Board has been unabl l 


tory language which would eliminate all the Board's objections 





time be consistent with the policy of permanent certification fo 

The Board does believe, however, that the bill would be co 
from the point of view of the Board’s responsibilities under the act, if the 
imendment quoted below were made to the bill. The point ( ! ‘ 
i Board's test ny before the « tee that 14 he ( ‘ 
carrie vs n ind tha there ent pre I 

( nec situa i I f} } } ©) ' r 
‘ there ‘ ] ent « ( nt ‘ f 
( Mw) b ; = Cj \K \ ’ } 

( Such a result a t ( ible The Board der 
‘ nd car ecommend to the 1 la 
CS ] served by ene ( v 

} \ ( t the Government a tit ea © ) l ( heir « n 
on a per inent basi 

In order to meet this primary objection of the Bonrd. it is recommended 
that if favorable action on the bill is considered by the committee, the Board 
I empowered, after notice and hearing. to eliminate. limit or restrict subsidy 

whole or in part in respect of anv se rvice, route, or route segment which the 
Board does not find is sufficiently required in the interest of the national 
defense, the commerce of the United States, or the postal se ce, to justify the 
amount of subsidy that would otherwise be required under section 406 (b) of 
the act To this end the Board proposes an amendment n ive nted from 


and which is substantially similar to that contained in S. 436 


aus it passed the Senate on September 19, 1951. This lang 
should be added at the end of H. R. 8898, page 2, line 14: 
“The fact that an air carrier holds a certificate of public convenience and 
necessity pursuant to this paragraph shall not be deemed conclusive of the issue 
as to whether all or any part of the services, routes, route segments, or com 
hination thereof, are sufficiently required in the interest of the national defense 
commerce of the United States, or the postal service, to justify the amount of 
subsidy that would be required to keep such services, routes, route segments. 
or combination thereof in operation In any proceeding in which any such issue 
is raised, the Board shall give notice to interested parties (ineluding communities 





Congress 





is as follows, and 


in the United States receiving such service) and permit such parties to be heard. 
If the Board shall determine that the need for such service does not justify the 
amount of payment that would be required under this subsection to continue it, 
its final order denying such payment shall be accompanied by an order author 
izing such carrier either to suspend or abandon such service as the carrier may 
elect, at any time within 1 year from the date of such order.” : 

It should be emphasized that the foregoing amendment, while removing in 
large part the objectionable features which the Board helieves are contained 
in H. R. 8898. does not completely eliminate them. Even with the amendment the 
Board would not be permitted to transfer all or any substantial part of the 
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permanent routes now operated by one local service carrier to another local 
service carrier. This curtailed flexibility prohibits the Board from making nec 
essary route adjustments as between local service carriers so as to provide the 
best type of local service to the communities concerned. It cements in the local 
service air transportation picture carriers with weak managements as well as 
those with strong. Thus, the Board believes that although the amendment 
hereby proposed would permit it to reduce the commitment of the Federal 
Government for support of uneconomic and unnecessary service, the bill is still 
undesirable in the best interests of the cities receiving local service and of the 
commerce of the United States 
sincerely yours, 


CHAN GURNEY, Chairman 


STATEMENT OF THE HONORABLE CHAN GURNEY, CHAIRMAN OF THE CiIvin AERO- 
NAUTICS BoArD, BEFORE THE INTERSTATE AND FOREIGN COMMERCE COMMITTERF, 
Hovusr oF REPRESENTATIVES, RELATIVE TO ITS HEARINGS ON H. R. S898, JUNE 23, 


Mr. Chairman and members of the committee, the Civil Aeronautics Board 
appreciates this opportunity to present its views on H. R. SS98, which you are 
considering today shis bill would amend the Civil Aeronauties Act of 1938S so 














as to incorporate therein a provision giving “grandfather” rights of permanent 
certification to the local service carriers, The Board is opposed to the enactment 
of this legislation, and it is my purpose to explain the reasons for our opposition, 
despite the fact that the Board continues to believe that the local service 
experiment which it started a st 9 vears ago, is sound 

At the present time there are 14 local service Carriers operating in the United 
States rheir economic operating authority is temporary in nature, varying 
from certificates limited to 3 years’ duration to 2 for 7 years. As a result the 
operations ind oute structure of each local service carrier periodica ly come 
up fe eview by the Board to determine whether the public convenience and 
necessity requires continuance of t service or a modification of the routes 

H. R. SS9S would change this situation It would require the Board to issue 
a permanent certificate of public convenience and necessity to each one of the 
carrie ow operating, upon proof only that the air carrier was furnishing 
witl the contir mits of the United States, local or feeder service con 

sting of the carri » of persons, property and mail, under a temporary certifi 


cate of public convenience and necessity issued by. the Board, and that it had 
been continuously operat 


ing as such from the date of the enactment of the 
nosed law until the date of its al plication 


The chief effect which placing local service carriers on a permanent certifica 


on basi would have lies n the fact that these carriers wou!d no longer be 
required t ‘stablish at periodic intervals public convenience and necessity for 
the routes they operate, and the flexibility now available to the Board to make 
necessary route adjustments in the publie interest would be largely curtailed 


These two results come about because of the protection given permanent certifi- 





ate by the terms of section 401 (h) of the Civil Aeronautics Act This section 

permits a re ition of any certificate either in whole or in part only for inten 

tional failure to comply with the provisions of title TV of the act or of any 

order, rule or regulat ssued under that title or of any term, condition, or 
mitatio nit ner n the certifi 


It should be emphasized that H. R. SS98 would not give the Board any power 
t does not now POSSess I der the present act the Board is directed to issue 
permanent certificates of public convenience and necessity if it finds that the 
standards of section 401 (d) (1) of the Act have been met These standards are 
the traditional ones of fitness, willingness, and ability on the part of the carrier 
applicant and of the public convenience and necessity for the service on a 
permanent basis. It is significant that the Board, notwithstanding the frequent 
changes in its membership, has not been able to make the requisite findings 
under the act for permanent certification on the basis of any record developed 
in the many local service cases it has decided When such a record is developed 
the Board has not only the power but the obligation to grant an unlimited cer- 
tificate for all or any part of the routes for which the required showing has 
been made. 

At the conclusion of the Board’s Investigation of Local, Feeder, and Pick-up 
Air Service (6 CAB 1, Docket 857, opinion issued July 11, 1944) and throughout 








€ 
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the subsequent years, the Board’s conviction has been that, as a matter of 
national policy, the supplementary air network described as local air services 
should be considered developmental in nature until the direction of the local 
service program becomes known. In our opinion the results so far are not suffi 
ciently conclusive to make it feasible to determine the final structure of the 
local air routes or the volume of Government support which may be justified in 
operating those routes. 

rhe local-service program began for the first carrier almost 9 years ago with 
the certification of Essair, Inc., now Pioneer Air Lines. The Board then in a 
series of large area cases followed that certification with additional authoriza 
tions made on a temporary basis to other applicants. Up to today there have 
been some mergers in this field which have reduced the number of individual 
operating companies; there have been three carriers whose operations did not 
develop any promise of success and, for that reason, their operating authority 
wus not renewed by the Board at the end of their first temporary period of 
operation. Those carriers whose certificates were not renewed were Florida 
Airways, Mid-West Airlines, and E. W. Wiggins Airways 

At this point I would like to identify for your ready information the remain 


ing 14 local service carriers presently conducting transportation of passengers, 
property, and mail, with conventional aircraft, togethe with the dates when 
their operations commenced or those of their predecessor companies before merge 
or Change of name in some cases. 

\lleghe Airlines, Inc.: Originally certificated in July 1949 for the trans 











portation of property and only Began passenger service March 1949 
Curre temporary authorization expires December 31, 1956 

Bonanza A Lines, Inc.: Originally certificated in June 1949 and commenced 
service in December 1949, Renewal application now pending 

Cen Airline Im Originally certificated in November 1946 and commenced 
service in September 1949. Current temporary authorization expires February 
19, 1956 

rontic \irlines, Inc Has operated since July 1950 as consolidated con 
pany formed by the merger of three predecessor companies Of the three, the 
‘ es uguration of service was in November 1946. Current temporary a 

! tic expire March 31, 1955 

Lake Central Airlines, In Originally certificated in September 1947 and com 
mene service in November 1949. Current temporary authorization expires 
December 31, 1954 

Mohawk Airlines, Inc.: Originally certificated in February 1948 and commenced 
service in September 1948. Current temporary authorization expires June 30, 
LQ5S8 

North Central Airlines, Ine.: Originally certificated in December 1946 and 
commenced service in February 1948. Current temporary authorization expires 
sept ber 30, 1955 

Ozark Airlines, Inc.: Originally certificated in July 1950 and commenced serv 
ice in September 1950. Renewal application now pending 

Piedmont Aviation, Inc.: Originally certificated in April 1947 and commenced 


service in February 1948. Current temporary authorization expires Decembe1 
31, 1957 

Pioneer Air Lines, Inc Originally certificated in 1948 and commenced serv 
ce in August 1945. Current temporary authorization expires September 30, 1954 

Southern Airways, Ine.: Originally certificated in April 1947 and commenced 
service in June 1949. Current temporary authorization expires December 31, 
1956 

Southwest Airways Co.: Originally certificated in May 1946 and commenced 
service in December 1946. Current temporary authorization expires Septembe1 
30, 1954. 

lrans-Texas Airways.: Originally certificated in November 1946 and com 
menced service in October 1947 Renewal application now pending 

West Coast Airlines, Ine.: Has operated since August 1952 as a company 
formed by the effective consolidation of two carriers, West Coast Airlines and 
Empire Air Lines, both of which were originally certificated in 1946 and both of 
which commenced service in the same year. Current temporary authorization 
expires September 30, 1954 

As pointed out before, of the present local service air carriers none has been in 
operation as long as 9 years, and, of the 14 now operating, 6 or nearly half of 
the total have been operating less than 5 years. 
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t be remembered that the local service segment of the industry was 


to provide short-journey air transportation between relatively small 











en inities or between those small communities and tl nearby large cities. 
he principal competitor of the local service carrier is the automobile and the 
} W svstem « 1954 The advantages of speed which the airplane enjoys 
re rea dimin ed on these short stages, .: igainst the advantage that 
rema must be placed the inconvenience of traveling to and from airports 
ind the dependence on public vehicles for surface transportation at the point 
of destir ion The compe e situation is far different from that which 
ved tl iiklines in the ite thirti vhere speed differentials for long trips 
f ed in savings of days Consequently, the Board does not believe that the 
future of the local service carrier is sufficiently predictable with respect to 
route vpe of service, or manner of operation to warrant permanent certifica- 
tion at s time on an industrywide | ~ 

WI e of the so-called local service carriers have operated through both 

he ' authorized certif e period and their first-renewal periods, and 
4 ready for « sideration as to second o1 ntinuing renewal periods, 
their routes } ‘ en eli) ted or amended It is expected that 
Board nd it nece \ Col nue 1 scrutinize these temporarily 
‘ selv for the purpose of ther amendment as may be needed 
to 1 blic¢ eo 1 nee adsree¢ tv pre hs f the act As men 
tion ! certain of the t vy certificated service carriers did not 
shi ryt e of succes it the end of their first authorization, and were 
eliminated 1 the Board r tl re It entire ossible that certain 
rout ‘ operate todav Ww ke ( ot Warrant further 

tl { 

Ii connect n if Ss appr ! te ft ete to the tatement of Civil Air 
Py released in Ma 154 | President’s Air Coordinatir Committee, 
In d n he tern of ( e) ‘ ‘ described as experimental, the 
] it iVS D I} econol problem of local service 

. er f +} inderly rei of their 1 tes, which generally 
} . densit ‘ oe iol vith high operating 
la f ompetit elation to surface transportation 

\ t; ca he taken t rove he economic pos of local service 
One? In particular outes should be promptly amended to eliminate 
vit which have demonstrated an inadequate traflic potential to justify sched- 

] r s¢ ie There \ Oo be some opportunities to develop improved 
route te through mergers between local carrie or between local and 
trunk 1 3 The carriers and the Government should give immediate atten 

n rective action along these nes.” 

Becau of the limited-time aut] izations given by the Board for the opera- 


tion of the experimental local service routes, the Board under existing law is 


Die 1 

n su 1¢ 
\ eT 
h con 
easure 


Oppor ll 
} 
or 1 ( 





etain appropriate con over the expenditure of Government funds 
rt of such air routes. On the other hand, if the present tempo- 
ificates were converted in their entirety to unlimited authorizations, 
over the amount subsidy support expended would in substantial 








he lost, since the ¢ il Aeronautics Act provides only that the Board 

er notice 1 hearing er, amend, modify, or suspend” a certificate. 

7) evoke except for mntentio | failure” of the carrier to comply with 
‘ of the act 

e Board’s belief 1 eonvictiol so expressed in the statement of Civil 

previ y referred to, that, “The route structures and certificates 

ervice carriers should be adjusted to provide the maximum 

ity prove the economic position, within the general scope of 

nded type of eT: I Where continued and significant progress 

‘ ifficien t nstrated by a local service carrier, its operat- 

tv should be te ited in an orderly fashior lo the extent that 

rm provided by it are clearly required to meet a public need, 

es should b nishe b nother carrier capable of providing service 

r at substantially reduced cost to the Government. The program 

el should } expedited in the light of the schedule to be 

1 for an orderly pl eduction and eventual elimination of subsidy 

re meh { Ce ¢ ] 
ke to i te the « iittee’s attention briefly to a few facts illus- 
ie trend of the local service industry's experience toward generating 


ent volume t eet s operating expenses. These facts, in our 
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opinion, support our convictiou today that at the present time the Civil Aero- 
nautics Board in its capacity as a governmental regulatory agency should in the 
national interest retain control over the route structure of the local service 
carriers in a manner which would permit orderly and reasonable determinations 
of the local routes which should continue to be operated in the foreseeable future 
so long as such routes require Government support 

It must be pointed out that despite mergers of certain local service and the 
termination of others, the total need for Government support has increased year 
by year, owing, of course, to the expansion of service over additional routes and 
to additional communities, as well as, in considerable measure, to the inflation 
suffered during the past severa! years. The following figures show that while 
the number of local air carriers operating has decreased in the past year or two, 
and the number of miles of air routes they operate has leveled off, their need for 
mail pay and Government support in total has increased and shows no present 
indication of decreasing 

In calendar year 1948, $11,629,000 was total mail pay for the operation of 
approximately 18 million revenue plane miles by local service carriers. 

In 1949, $15,955,000 was paie@ for the operation of about 25 million revenue 
plane miles 

In 1950, $17,405,000 was paid for the operation of about 34 million revenue 
plane miles 

In 1951, $18,938,000 was paid for the operation of about 39 million revenue 
pl ine miles 

In 1952, $21,528,000 was paid for the operation of about 41 million revenue 


Nin e mile S 


i 


In 1953, $24,247,000 was paid for the operation of about 46 million revenue 
plane miles 

In addition, for each of the fiscal years 1954 and 1955, we estimate that the 
mail-pay bill for the local service carriers now operating will amount to $25,- 
300.000 ineluding S23.840.000 in subsidy Based on petitions recently received 
from various of these carriers, the overall requirement might exceed that figure, 
but, of course, the total cannot be determined finally until the pending cases 





have been processed 

({s I pointed out before, the carriers have almost steadily increased their gen- 
eration of traffic but the revenues obtained from that traffic have not been able 
to keep pace with the increase in expenses, a good part of which is due to in- 
flationary conditions besetting the industry 

In calendar year 1948, the local service carriers developed on the average 27.8 
cents in commercial revenues per aircraft mile, while at the same time their 
average operating expense amounted to 86.4 cents 

In 1949, the average revenue for aircraft mile increased to 32.1 cents and 
expenses at a lesser rate to 88.7 cents 

In 1950, revenues increased to 33.5 cents per aircraft mile while expenses went 
down to 81.0 cents 

In 1951, while revenues continued their encouraging upward trend, to 46.4 
cents per aircraft mile, expenses jumped to 93.0 cents 

In 1952 and 1953 revenues amounted to 50.9 cents and 54.3 cents per aircraft 
mile, while expenses continued their increasingly upward climb to 104.5 cents 
in 1952 and 110.6 cents in 1953 

The record of the carriers for the past several years shows that while the 
increased average revenue per aircraft mile represents increased traffic with 
only a relatively slight increase in fares and rates charged, it must be recognized 
that the volume of traffic appears to be leveling off For the vear 1950 the 
average number of passengers carried per aircraft mile was about 5.7; for 1951 
that average went to about 7.6 passengers per mile; in 1952 the average was 


approximately 8.3 passengers; but in 1953 the average load increased only 
slightly, to 8.6 passengers. During this 4-year span the average fare yield 
increased from about 5.5 cents per passenger per mile carried, in 1950, to nearly 
6 cents per passenger-mile in 1953, thus accounting for some part of the total 
increased revenue obtained per aircraft mile 

The Board and the presidents of the local service carriers, aware of the neces- 
sity in the face of rising subsidy need to reduce expenses even in a period of 
inflationary trends outside the control of management, have planned and held 
meetings in Washington in the past several months for the purpose of discussing 
expenses in detail, down to the level of landing fees and ground rentals charged 
by the cities served. It is the Board's opinion that the management of the 





“Ss 
‘. 
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carriers are making intensive, continuing efforts to lower expenses in all possible 
ways 
It is recognized that the management of the temporary certificated carriers 
may sometimes encounter difficulty in obtaining necessary financing through 
either equity capital or bank loans, owing, it is asserted, to the temporary and 
mited nature of their authorizations. On the other hand, experience of the 
rriers shows that vigorous carrier managements can and do obtain equity 


capital to finance expanded operations or to strengthen the capital structure of 


their companies 

It is possible that if the present temporarily certificated carriers were given 
nl ted authorizations, their financing plans and programs could be more 
easily carried out It is the Board's view, however, that the most important 
ctors in determining the industry’s economic health, potential growth, and its 
ype for self-sufficiency, are the carriers’ route structure and its inherent capac 
ao pre ( raftic evenues It is the Board’s belief therefore that its own 
responsibility is to continue to carry out the policy of adjusting and devel- 
pi 1ir routes, with the objective of achieving a self-sufficient air transport 

system which can and will support a financially sound industry 
Neither the Civil Aeronautics Act nor H. R. 8898 defines “local or feeder 
servic The Board and the industry have used the term “local service” as 
plying to certain routes and carriers which have received temporary authoriza 
ons during the past 10 year but a specific definition of such local services 
not available so as to limit the meaning of the term within the framework of 





It ems desirable also to point out that during the past several years the Board 
iuthorized three metropolitan-area helicopter carriers, two of which are 
to transport passengers as well as mail and property. Lacking a 
definition of “local or feeder service,” the intent of H. R. SS9S may not be clear 
he nelusion or exclusion of the ter poral certificated helicopter carriers 
Board is, of cours most desirous that the helicopter services be continued 
ol on a temporary experimental basis until a sufficient record has been devel 
pat on which to base 1 determination ; to the appropriate status of the 
‘ ‘ the scheduled ea rk syste! 
Hi. R. SSUS would authorize the ance of certificates of unlim 
certain air carric described as “furnishing, within the cor 
ent limits of the United States, local or feeder service.’ but it does not 
cle I ! e1 imit ( 1 exclude, as it is presumed is il ended, con 
of se tempor: \ ithorized carriers operating in the Territory of 
\ hin the North Ameri n Cor ent 
I 1 on, Mr. Chairman, the issue raised by H. R. S898 is whether the 
ervice carriers have advanced to the point where their organizations and 
( f es should, on an industrywide basis, be made a_ permanent 
pa f the air transportation system of the country In the Board's opinion, 
the indust has not reached that point, and we regard local air 
S ce as still in its developmental stage. Permanent certification is not neces 
on of new capital, and we perceive no other valid reason 
f orteutting the orde1 procedures laid d n by the Congress in the Civil 
\ I ities A 
| B has been inf ed by the Burean of the Budget that 
there is no objection to the Board’s position in opposition to this legislation 


AY . (ZURNEY. Each ot these bill: would amend the ( vil Aeronautics 
\ct of 1938 so as to incorporate therein a provision giving rights 
of permanent certification to the local-service carriers. They are 
essentially the same in basic purpose, although the Senate bill would 
equire proof of fitness, willingness, and ability as a condition to 
receiving permanent certification. While the Board was the sponsor 
of the local-service experiment and continues to believe that the idea 

sound, it is unable to support the enactment of either bill. 

The Board’s reasons for this position may be summarized as follows: 

1. Permanent certification would remove the incentive which these 
carriers now have to increase their revenues and hold down their 
costs. 
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2. It would make more difficult the improvement of the route 
systems of the several carriers. 

3. It would saddle the Government with an annual subsidy bill 
of over $20 million for the indefinite future. 

The proportion of subsidy to total income is still too high (an 
average of 50 percer.t) to warrant permament certification of all 
carriers in the group. 

Before discussing each one of the foregoing reasons in greater 
detail, IT would like to make some preliminary observations about 
the local-service program as the Board sees if. 

As a first observation, I would like to say that each of the local- 
service Carriers is ac reation of the Board under the Civil Aeronautics 
Act. of 1938. The local-service program began almost 9 vears ago 
with the certification of Essair, Ine., now Pioneer Air Lines. The 
Board thereafter in a series of large-area cases followed that certifi- 
cation with additional authorizations made on a temporary basis to 
other applicants. 

To date there have been some mergers in this field which have 
reduced the number of individual operating companies; there have 
been three carriers whose oper itions did not develop any promise 
of suecess and for that reason their operating authority was not 
renewed by the Board at the end of their first temporary period of 
operation. These were Florida Airway 5, Mid West \irl hes, ana 
KE. W. Wigeins Airways. 

While the local-service program is almost 9 vears old, it is only 
within the last 5 years that it has really been active. Six of the 
fourteen local-service carriers have been operating less than 5 years, 
and during that period there have been many changes both in routes 
ind carrier structures which demonstrate that the industry is still 
in the developmental stage. 

A second observation is that the Board has no intention of doing 


away with the local en carriers as a class or of anv wholesale 
transfer of the local-servi » pots to 1 ‘tunkline carriers. It is pos 
sible that the Board’s recent action in the ae west Renewal case, 
together with certain language in the civil air policy report of the 


Air Coordinating Committee, has been aiaalin ‘nly construed as an 
noune Ing ‘ i. policy ot annil vil: itio Mh of the local i-service Carriers. 

We oat | like to set the record straight on this point, Involved ij 
the Southwest Renewal case was an application by United Airlines, 
a trunkline, to serve ona temporary basis 1] hose points on Southwest's 
route No. 76, which require continued air service. 

Had United’s applic ation been filed on time, that carrier, as well as 
other app licants, would have had a right under the doctrine of the 
Ashbacker case to have its application heard and decided by the Board 
before or at the same time a deciison was reached on Southwest’s 
renewal application. ‘This Southwest renewal application is pending 
before the Board now. 

Hearing an application, however, is not a grant of the routes re- 
quested, and it may turn out to be the fact that no local service points 
on Southwest will ever be transferred to a trunkline carrier. 

The United application was not filed on time, and the action of the 
Board in consolidating the United application with the Southwest 
renewal application was therefore not required as a matter of law, 
but was permitted as a matter of discretion. 
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Senator ScnHorprer. Might I ask you there, Chairman Gurney, was 
that due to the fact that they did not meet the required deadline for 
filing? 

Mr. Gurney. Yes. Deadline date for filing their application. 
Senator ScHOEPPEL. I take it that you indicate that the Board has 
ie discretion, despite not meetin 
Mr. Gurney. That is right 
Senator ScHorrre.. And that is what you have done ¢ 

Mr. Gurney. That is right. 

Phe Board’s order, referring to the ACC policy statement, stated 
Toaat the Board 


t} 


r the deadline filing. 


d consider whether in those ins es where the Board mav find that con 

f the operating t] of the local service carrier is no longer 

eg ed b pul convenience ! necessitVv. continuation of portions of 

1 ct nay nevertheless ‘ eni required to meet the public interest 

1 n he rovided by trunklit irrier without cost or t a substantially 
reduced cost to the Government 

It should be emphasized that consideration of United’s application 

these cirenmsta ees is conditio “| upon a finding that the continua 

T10O1 of the local service Carrel ~ not warranted Nn the pubhe con 

venience and necessity. It is only commonsense to provide for an 


alternative means of serving at least some of the local service points in 
the event public convenience and necess ty for the renewal of the local 
service certificate is not established 
The Board has done this in the past (for example, Braniff was 


withor ized and reouired to serve some of the poll ts formerly in Mid 


West’s Sj} stem ) and the chief effect of the Jonrd’s order in the South 


west case 18S To Sa \ that the Board des res to retain a similar oppor 
tunity in the future. 


It does not mean that the Board has adopted or 1s following any 
radically new pol ev in cons lering local service renewal applications. 
The Board wv is careful to pe nt out in its order that 

‘ . he | as ct hroadening the scope f the issues does 
( \ ( reli nar nination that the 
- ! points on South 


irri 
Having made these two pi irv observations. I will proceed to 
eXpandad o (he reasol PO? the Board’s inability to support these bills. 
| first sO { ta period renewal requ rement in a case of 
t ture affords a ncentive to the operators to increase traffic and 

eep down costs. In many ways the traffic problems of the local sers : 
carriers are different from those confronting the trunklines. It 
remembered that he local service seement of the industry was 


reated to provide short-journey ait transportation between relatively 


na communities o1 betwee those smal] commun ties and the nearby 
irge cities Phe pr ‘pal competitor of the local service carrier is 
the LuTtol iob le 
The advai tages oT spee 1 which the airplane enjoys are greatly 
diminished on these short stages, and against the advantage that re- 
mains must be placed the inconvenience of traveling to and from air- 
ports iri the depen agence on } ub] ( vehi les {ol Sul face transportation 
it the point of destination. 


| e compet tives tuation Is thus far d flere ht from that which faced 
7 


I 


e tru k] he 1] the te thirt es, where sper | differs ntials for long 
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In order to meet these very different types of competition, and de 
velop the local air-tr: ansportation market, the greatest business in- 
venuity must be used to make local service more ap pe: iling to the cus- 
tomers and to bring the advantages of local service home to them. 
‘The assurance of permanency under a law which grants Federal sub 
sidy support could well dry up this initiative. Thus the Board be 
lieves that the necessity for proving public convenience and necessity 
at periodic interv: als has been a m: jor factor in the progress that has 
been made in increasing trafic and keeping rising costs to a minimum. 
Senator ScHoEPreL, I would like to ask you this question, Chairman 
Gu hey, with respect to the mechanics of the thing. They have tem 
porary authority : is that not correct / 

Mr. Gurney. That is right. 

Senator SCHoEPPEL, And that is, in your judgment, a probationat 
thing ¢ 

Mr. GurNeEY. It is a period in which the carrier and the Board look 
over the route, look over the results from operations. We generally 
vive a short renewal to carriers having low load factors and trouble 
getting the amount of revenue necessary in order to keep them in line 
with the othe food local service carriers. We generally vive them 
a short period of 3 years in which to operate over the newly formed 
route that is thought best by the Board and the carrier, after a 
hearing. 

We give them a period of 5 years to operate on that where they are 
at the bottom of the list of the local service carriers or the lowe part 
of the list. and if they are better with load factors of 30 or 35 percent 
the custom has been to give them 5 years. Then the best ones have 
had 4 vear certificates, 2 of the lines so far. In other words, it is a 
review period, a period where we know the certificate will come up and 
then the carrier and the Board can use its best efforts to delete from 
the route system of the carrier some of the towns that are not pro- 


ducing aa d possibly give them another termin | port, It is tl ought 

tt): I il service carriers should have a big towh, a tern nal at each 

end ot t liane In other words, Garry traflic both Wit into the 

rade cente ~ and t at is the point of temporary certificates so we do 

not huve to vo to court, so to speak, or lave a lon vy legal pre ding 
order to make major adjustinents on the route system. 

Senator ScHorpreL. The Board, 1 take it, fairly reasonable in 
ts requirements during its probationary period. It isnt a hard and 
fast rule that if thev have been on probat on so lol oO and do not meet 
the Board’ requirements then they are automatically eliminated ¢ 


Chairman Gurney. No. Of course, thi three poorest ones, the ones 
1 mentioned, have had their certificates canceled. 
Obviously, it would be unsound to keep the active local -ervice in 


dustry indefinitely on a tempora y cert fieation basis, Permanent 
certification, however, should be the reward for having achieved a 
aeoree ot elf sufficiency whi hy promise ultimate freedom from sub 

| o) rt \< WPess 1s ade | he ind | ] carriers toward 
SICLY ipport. . progre made DY the Kdividual carriers toware 
This eoal, le hnger term certihcates w 1] obvi sly hy 1h) orde ‘ Tl e 


Board ali uly 1h the Cis of y/ operators ha Oral ted renewal cer 


tificates of 7 years’ duration, 


The se ond reason for the Board’ nability to su port permanent 
certification for the local service carriers as a class lies in the diffi- 








t would have in making adjustments in the local service route 
ystem asa ol 
In the Board's opinion, the local service patter not sufficiently 
rrent Tre ne ito oin i present form. When I say t is 
I an erring tot mnor adjustments which can be made by 
e i riers route s' tem under the powe1 { possesses to 
{ ites whole on 1 part 
S \! ronrey. At the tn ill the route changes have taken 
e\ ( permanent ficates, did they 
( {> - * 
; NI \ Ve en their routes expanded many 
( Cle tha \\ ery ( 00k l on 
\ Por I] tol lex Lin \) ud rive to 
| ( 
\\ } the maior cha es under permanent certificate 7 
\f (; NEY. Well. fe ist wut the reason that thev have had 
troubles leaning up, so to speak, or making better the trunklines. 
It takes a long time and it is difficult to make these changes. The 
: ts) Loutw the oerandfather routes, as vou know. 
Mir. ¢ vey. And thei is they were expanded Ct! e\ added to the 


original certificate they held. 


Senator Monronry. As I remember the statistics, they were some 


thing like 0 percent over their origina ite mileage 
nr. Gurney. I expect that rieht. 
msenato Monroney. And if that was possible, and ipparent]y the 
Le vored doing it, I don’t know why the proce f these lines 
permane certificated, cannot take place 1 erowth and addi 
{ \ ' Yr permanent!yv certificated trunklines 
lf mergers, the same wa We know there have been mergers 


NI) (rt RN eo We 1}"¢ »n0 t the prow tion ot One of the local 
e es having oad fact ot evel | qer YO percent We con 


der that after a carrier gets up to around 40 percent and if it shows 


02 is n good record of increasing its load factor and in 

Oe} epch vent { chance to make eo00od on the 

f is hee Olle oO lf f the load factors stay down 

| ( ‘ if Y costs GO i 4 ave vr 0 loo at it. correct 

‘ ‘ t ther ‘ trving to get along on, always with 

ent of the carriel i eV Make APPT Tio} for the betterments 

to have ¢ ( l . instanes hee | have beet on 

the , ears, outs le of the thy enrriers t} at we just could 

not 5 ive we had a renewal se 1 hich the Board and the 
carrier ot agree on a better system than they had before. 

Senator Monronry. The feeder lines want to hook onto terminal 

oints so that they can earry more traffic, isn’t that meht ? 
~ Mr. Gurvxey. That is right. and I do not believe that there is a car- 


rie! who has gone t| rough a hearing and application period for 


chai ves i thei route that has not come out of the hearing with a 


System that was better than they had before, much better. 
Chairman Monroney. That is all I have on that point. 
Mr. Gurney. I was saying that the type of route adjustments the 


Board has in mind are ones which make major adjustments in the 
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route patiern—the possibility of assigning a route presently in the 
system of one local service operator CO another local service operator 
whe ‘re the Board finds that better service can be given by the second 
operator. Even changes far less radical than this could be made pro 
cedurally more diflicuit and subject to greater litigation by permanent 
certification. 

As the committee is aware, the Board's power to revoke a certificate 
in Whole or in part Is limited to cases where it is found that the carrier 
has intentionally failed to comply with any provision of title 1V, 
or of any order, rule, or regulation issued under that title, or of any 
term, condition, or limitation of any certificate issued under the title. 
Such an intentional failure to comply is rarely present, even in the 
case of the most inefficient operator, and can even more rarely be 
proved. Consequently, for all intents and purposes, the revocation 
power Is nonexistent for route readjustment purposes. 

While the power to alter, amend, modify, or suspend certificates 
may be used when the public interest so requires, in many cases it is 


questionable whether an alteration, amendment, modification, o1 
suspension of a certificate does not amount in fact to at least a partial 
es of the certificate... The exact boundary line between what 


Board may properly do in the public interest by way of alteration, 
ve and what it ean do only for intentional failure to comply ean 
only be determined on a Case by case basis and after possib ly pro- 
tracted litigation and appeals to the courts. 

On the other hand, when a certificate comes up for renewal, the 
public convenience and necessity is the basic test, and the Board’s 
powers in this field are so clear that route readjustments under the 
present system will seldom be appealed to the courts. Thus the Board 
opposes these bills on the ground that enactment of either one would 
seriously curtail the present Board powers to make major route ad- 
justments and that the exercise of the powers left to it would material- 
ly increase litigation. 

Turning now to the matter of subsidy. I invite the committee’s 
attention to the fact that permanent ce ‘tification of the local service 

‘arriers is inextricably entwined with the question of subsidy. So long 
as section 406 of the Civil Aeronautics Act remains in effect, local 
service carriers authorized to carry the mail will be entitled to receive 
subsidy in accordance with the provisions of that section. The Board 
does not see any hope in the foreseeable future that these carriers will 
be able to operate completely free of subsidy. 

It must be pointed out that despite mergers of certain local service 
carriers and the termination of others, the total need for Government 
support has increased year by vear, owing, of course, to the expansion 
of service over additional route miles to additional communities, as 
well as, in considerable measure, to the inflation suffered during the 
past several years. The following figures show that while the num- 
ber of local air carriers operating has decreased in the past year or 
two, by one or two, and the number of miles of air routes they operate 
has leveled off, their need for mail pay and Government sup port in 
total has increased and shows no present indication of decreasing. 

For instance, in calendar year 1948, $11,629,000 was total mail pay 
for the operation of approximately 18 million revenue plane-miles by 
Jocal service carriers. 
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In 1949, $13,935,000 was paid for the operation of about 25 million 
revenue plane miles. 

In 1950, $17,405,000 was paid for the operation of about 34 million 
revenue plane-miles. 

In 1951. $18.938.000 was paid for the operation of about 39 million 
revenue plane miles. 

In 1952. $21.528.000 was paid for the operation of about 41 million 
revenue plane-miles. 

In 1953, $24,247,000 was pa d for the « peration of about 46 million 
revenue plane miles. 

Now. in the 6 vears from 1948 to 1953. both inclusive. that subsidy 
of $11 million has jumped to $24 million, and is now almost $26 
million. The subsidies have increased about tw e, Just about 2 times 
in the 6 vears. 

Senator Monronry. The plane-miles and operating mileage in- 


cl 


eased four times and the subsidy twice. 

Mr. Gurney. The subsidy increased twice and the revenue plane 
miles about 21 » times, so that shows that revenues that the local serv 
ce carriers are getting are increasing more rapidly than 
idly requirment, about 214 times, Senator. 


is the sub 


In addition, for each of the fiscal vears 1954 and 1955, we estimate 
that the mail pay bill for the local service carriers now operating will 
amount to 825.300.000 inelud ne S23. 840,000 mn subsidy. The balance, 
about $1,500,000, is for carrying the mail. 

Based on pet Im1ONnS recently received from various of these carriers, 
the overall requirement might exceed that figure, but. of course, the 
total cannot be determined finally until the pending cases have been 
processed. 

\s | pointed out before, the carriers have almost steadily increased 
their generation of traffic but the revenues obtained from that traffie 
have not been able to keep pace V ith the increase in expenses, a food 
part of which is due to inflationary conditions besetting the industry. 
le passenger fares stayed about steady from 1948 to now; they 
remained about steady. 

In calendar year 1948, the local service carriers developed, on the 


( 
7.8 cents in commercial revenues per aircraft mile. while 


t the same time their average operating expense amounted to 86.4 


cents. 

In 1949, the average revenue per aire! ift mile inereased to 32.1 
ents and expenses at a lesse1 rate to S&8.7 cents. 

In 1950, revenues increased to 33.5 cents per aircraft mile while 
expenses went down to 81 cents. 

In 1951, while revenues continued their encouraging upward trend 
to 46.4 cents pe r aircraft mile, xpense jumped to 93 cents. 

In 1952 and 1953, revenues amounted to 50.9 and 54.3 cents per air- 


craft mile, while expenses continued their increasingly upward climb 
to 104.5 cents in 1952 and 110.6 cents in 1953. They have increased 
the costs on the plane and brought up their revenues per mile. They 
increased their load factors and have done a better ob. 


The renewals have come up and the Board has added to their sys- 


tem nd taken out towns where the community did not need air 
Service ind used automobile Ss instead of short haul local service oper 
tors, So, those towns have | taken off those systems and better 


OWS SUDSTIT ted: mavbe { eo) ents have been given to the airlines. 
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In other words, since 1948, and even now in cases before the Board 
and in decisions to come out soon, the route systems ot the local service 

arriers are continuously being improved. 

So, with the Board’s help and the carrier’s applications and peti- 
tions to better their route systems, and with the general aggressiveness 
and know-how of the local service operators and their better advertis 
ing and service to the local people, making their schedules better, ac 
cording to the times of the day when people want to use air service to 
go to the big town and be brought back, leaving the big town late in 
the afternoon and bringing them home before dark and really making 
it a service carrier, all that know-how that they have been accumulat 
ng since they were first certificated has gone to raise these revenues, 
but still there is quite a bit to be done vet. The vy can get better and 
we can make Board decisions that will meen h of the local serv- 
ce carriers. | know it never fails, even in the best one, that there are 
improvements asked for by the carrier and agreed to by the Board. 

You will notice that the operating expenses jumped In 6 years from 
86 cents to $1.10. That is the average. 

Senator ScHoerPe.. What are some of the factors that have caused 
that ? 

Mr. Gurney. The increased operating expenses / 

Senator ScHOEPPEL. Yes. 

Mr. Gurney. Increased wages, increased cost of gasoline, increased 
cost of maintenance, spare parts, possibly in some places increased 
landing fees in different airports. Communities are trying to get the 
airports on a self-sufficient basis. 

Those are the main ones, I believe, cost of material, labor, and spare 
parts. 

Senator Monroney. Isn't one of the reasons that those carriers are 
forced to use DC—3 aircraft because there is no other plane available 
and the old DC-—3 is a high operating cost p lane / 

Mr. Gurney. That is righ 

Senator Monroney. It costs more per seat to Operate than the Con- 
vair does. 

Mr. Gurney. That is right. 

Senator Monroney. And there is no plane yet 
this feeder-line operation. 

Mr. (FURNEY. That is right, and the Board has for a numby« ir of 
vears, and even back at the time of Donald an when he was Chair- 
man of the Civil Aeronautics Board, sent up an endorsement of a 
program to nag he Government assist in building a prototype air- 
plane that would be more efficient than the two-engine Douglas DC—3 


found suitable for 


that we all know about. ar is the workhorse of the mil tary and 
it has been during World War IT, and it is still the workhorse of the 
cal-service carriers, but it 1s not economic. If you would fill the 


it clear full and have it so every day you would still need some 
money. It doesn’t meet the expenses, and so the Board believes that 
adonew plane should somehow be brought forth that would be more 
efficient. 

But the 
about, take care of the maintenance of these planes and keep them 
n tiptop shape and whatever it costs to maintain them and any new 
spare parts for them. It is all handled in the subsidy amount. 


Y 


Board does, in the subsidy hieures that I am telling you 
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Senator Monroney. The spare parts get more and more expensive 
on the Dé 3 since there are no more spare parts being made, There 
are just those left over from World War II surplus, and they have 
been accumulated by various aircraft concerns. 

Mr. Gurney. Well, I am informed that that is about the case, but 
there are some parts which have vone out ot existence, SO they do 
manufacture some of the parts that are hecessary and are doing So 
at the moment. 

Senator Monroney. How many place plane, would you say, roughly, 
that the feeders would need to serve most of their local operations; 
vould you say 10 place 

Mr. Gurney. Oh. no: it would have to be higher than that. Your 
labor expense would be too high. You could not have two pilots in 
the play e and not carry any more than that number of people. It 
would have to carry about 30 seats; that would be my judgment. 

Senator Monroney. That ery be how they would lke to operate. 
Tha 
Mr. Gurney. A DC—3 in order to operate at a profit would have 


to havea load factor of SO percent to SS) percent. 


ve never seen more than 10 passengers on them. 


Stated in terms of break-even need which is the basic measure of 


DSTA mn round figures it was $15,800,000 in 1950, $18,100,000 in 
Mod. $21 900, WO In 1952, and $25,900,000 in 1953. 

Ona plane mile basis. this need figure rose from 46.92 cents in 
1950 to 56.26 cents m 1955. 

\ table setting forth these figures in detail for each carrier has 
been furnished to the committee. 

Senator Scuorrre.. Might I say at this juncture that this table has 
been furnished to the committee, and if there is no objection it will 
be made a part of the record at this point. 

(Table referred to follows:) 
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UNITED STATES SENATE, 
COM MITTEE ON ARMED SERVICES, 
July 20, 1954. 
Hon. Jor W RICKI 
Chairman, Interstate and Foreign Commerce Committce, 
United States Senate, Washington, D.C 


Attention: Mr. Ed Sweeney.) 
DEAR SENATOR BrickeER: There is considerable interest in my State in S. 3759, 
the bill introduced you and Senator McCarran to provide permanent cer 


i f 


cates for local ser e air carriers 

I hope it will be possible for your committee to report this bill favorably in 
order that it may be acted upon before Congress adjourns. 
Local service carriers are performing a much-needed service in Missouri and 
e surrounding areas of the Midwest 
Inasmuch as S. 3759, or the companion bill passed Monday by the House, 
H. R. SSYS, T would contribute to the stability of these carriers, I believe this leg 


slation would be in the public interest; and therefore I look forward to an 


portunity to vote for it 

With kind regards, Tai 
Sincerely vours, 

STUART SYMINGTON, 

UNITED STATES SENATE, 
COM MITTEE ON APPROPRIATIONS, 

July 19, 1954. 

Hon. Joun W. BRICKER, 


Chairman, Committee on Interstate and Foreign Commerce, 
/ ted States Senate, Washington, D.C. 


Q~ 


My Dear Mr. CHAIRMAN: The bill S. 3759, to provide permanent certificates 
for local service air carriers, Which we introduced on July 15, 1954, contains a 
typographical error in line 3, page 1, to wit: “301 (d)” should be “401 (e).” 

This error does not appear sufficiently serious to warrant requesting a star 
print of the bill, but I thought it best to call the attention of the committee 
to the matter in this way, so that the error may be corrected by amendment in the 
event the committee sees fit to report the bill 

Incidentally, my attention has been directed to the fact that the word ‘“‘Au- 
thority” on page 2, in lines 8 and 11, probably should be changed to “Board.” 

Kindest personal regards 

Sincerely, 
PaT McCARRAN, 
: -_* : j 

Senator Scnorrrent. I might say also at this juncture that it will be 
recalled D\ members of the committee, and I think it was on July 6 at 
the hearing on the MeCarran bill that certain testimony was received 
that applied or pertained to these two measures now before us. That 
testimony and exhibits have been sent to the printer. That testimony 
as a part of that record will be made a part of this instant record in 
this case, together with additional letters which I shall introduce in 
the record here received from governors and representatives of cities 
and other organizations. 

(Correspondence from Senators and governors referred to is as fol- 
lows :) 

UNITED STATES SENATE, 
COMMITTEE ON APPROPRIATIONS, 
March 30, 1954. 
Hon. JoHn W. Bricker, 


Chairman, Committee on Interstate and Foreign Commerce, 
United States Senate, Washington, D. C. 


My Drar Mr. CHAIRMAN: Enclosed are copies of two versions of a single pro 
posal, which I hope may have the serious consideration of the Interstate and 


Foreign Commerce Committee 
Objective of the proposal is to give permanent certificates to the so-called lo 
eal-service airlines. I am calling this matter to your attention because I believe 
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( be particularly interested in view of the fact that your State served 
v two local service carriers (Lake Central and Allegheny 
One version of this amendment (the one lettered I) is being urged by counsel 


for the local-service airlines, and would have the effect of giving each of these 





ines “grandfather rights” upou a bare showing that it is operating satisfactorily 
under a temporary certificate In the other version of the amendment (let 
tered J) Ll have written a provision adding the requirement that the Authority 
find the applicant carrier ready, willing, and able to perform. There is some 
argument for such a provision, I believe, in view of the fact that the finding 
required in connection with existing temporary certificates was on a finding 
hat the carrier was ready, willing, and able to perform temporary service 
I an t, myself, quite ready to assert that every one of the local-service ai 
lines today adequately meets the standard of “ready, willing, and able to pet 
form At the same time, I do not think there is much question, with respect to 
very much of the service provided by local-service ail es, about a finding of 
- public convenience and necessity; though there may be some small difference 
‘ ibou it, with respee oO perhaps a few routes 
I do fee hat putting the oal-service irrier iL pern ent bas yught 
SISt Nn erinily their etlorts to mnd ioca ill t ind aduce Costs 
nd I think local-service airlines shou e enabled to plan on mng-term basis 
2 without elng required period iv to go tn ¥ ‘ Sti rene il 
roceeding 
It iv be that a better provision than either of the two which I have 
rested can be drafted What I urge is that, in the Interstate and Foreig 
Commerce Commitee, you urge that attention be given to this problem with a 


ew to solving it in a fair and satisfactory manne 
Kindest personal regards and all good wishes 


Sincerely, 


PAT McCARRAN 
UN Ep SY 1ES SEN I 
COMMITTEE ¢ He JUDICIAI 
July 20. 19 
Hon, Joon W. BrIckKEr, 
! ted States Nenate. Washington. D. ¢ 

Dear Senarorn: I have heard from a great many pe lissouri in regard 
oO H. R. SS9S8 (S. 8759) to authorize the issuance of « es of unlit | 
duration by the CAB to air carrie 

In view of the fact that H. R. SS9S passed the Tlouse, | am writing to re 

t your committee give this measure prompt consideration in orde ha t 
come before the Senate before the end of the session 


Thanking you and with every good wish, 


Sincerely yours, 





. The Honorable Joon W. Bricker, 
Chatrman, Committe on Interstate and Foreign Comn ( 
United States Senate, Wasl ton 25, D. ¢ 
My Dear Senaror: Enclosed herewith you will fined vai Is communications 
: I have received from my State in support of S 379O0, wl! | oday before 
ommiuttee 
This legislation is of paramount importance to the development and expansion 
of commercial air service in my State and throughout the West I respectfully 


rge favorable consideration. 
With best wishes and kindest personal regards, I a 


Sincerely yours, 


FRANK A. BARRETT, 
United States Senate. 
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UNITED STATES SENATE, 
July 27, 1954 
bh Joun W. BrIcKER.. 
Chairma Committers Int tate and Foreign Commerce 
Washington, D. ¢ 
De A Mr. CHAIRMAN | should ke to add my personal plea in support of 
= % (TH. R. SSOS), for peri ent certification of local service air lines. The 
eed f ocal airline service is imperative, particularly in the Williston Basin 
‘ vhie involves service to Willist Dickinson, and Bismarck, as well as 
t*T ire 
h ‘ t y part of the country of comparable size and popu 
! need d dot not have airline service Since the discovery of 
N I) few ye go, the western part of the State has grown 
t ce ind I feel it merits service 
I ‘ Wi t ssible for yvour comunittee t act favorably t s le DI 
\ re ( nd best wishe I am 
Sj ere 
W. La 
I \ » STA SI \ 
hu , TS / 
i] Y.2 
; ae eon Interstate and Foreign Commerce 
S Office B ding, Washington, D. ¢ 
S BRICK I have know, been deeply interested in the 
‘ bi S. 38750. whi would direct the CAB to grant permanent 
( certail arriers now operating under temporary certificates 
as een | ig) te ittent the Senate Committee on Interstate 
! Commerce completed he ngs on the bill on July 27, 1954 
Altive Iam aware that your « mittee has before it many other pressing 
great importance of S. 38759 t« ny areas of the country which are 
dob permanently ertific ed airlines, and the necessity for the 
inuation and grow ot segment of the Nation’s air transpo1 
‘ ork pre sme to urge \ i mmittee chairman and as co-sponsor 
( ( e coml tee t S. 38799 to be taken before adjournment 
‘ { ‘ ~ 
I ‘ ef for ince in bringing the bill to the Senate 
S NSTAI ] ted Sta Senator 
Ss OF MISSISSIPPI 
Jacksoi { ust 4, 19 
JoHN W. BrRICKE! 
c O Mies ai 
N/ivjie ”) { 
‘ \ [ni FR: Iw t ur attention Se THO, whic 
‘ ce ne cel ‘ lic necessity and convenience of 
‘ ( iti ‘ f the sl e! certificates now issued by the Civil 
I iti = Le a t t I t 
a tl l \ \ s, | hie i these service carriers is served Missis 
f roxin elv 6 ve end ng servic to small communities 
d not sv r es ice from a re ue standpoint These 
unitie I able support airports of sufficient size to handle 
l trunk ne With certificates of unlimited duration these 
d not hay ti o tl 1 the expensive process of certificate 
t evel to5 years. This f ( lone would reduce the amount of sub 
ese SI er ( nities to have airline service and, also, 
er dy pe of hig t ( echnical peopl ilnhble in case of 
nal ency 
I ce hope vi wi support to the passag f this bill 
sincere 
HvucH Waite, Governor 
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AUSTIN, TEx., July 23, 1954. 
SENATOR JOHN W. BRICKER, 
Senate Chamber, Washington, D. ¢ 


Many of our Texas people interested in legislation, S. 3759, allowing perma 
nent certificate for local service airline. Hope you can help them 
Regards, 
ALLAN SHIVERS 


CHEYENNE, Wyo., July 23, 1954. 
Hion. JOHN W. Bricker, United States Senator, 
Nenate Office Building, Washington, D. ¢ 

Have just been advised Senate bill 3759 giving permanent certificates to local 
service airlines meeting opposition in Senate. Local service airlines vitally im 
portant this part of country and Wyoming in particular. Would appreciate your 
help in seeing this bill gets favorable action at earliest possible date 

C. J. ROGERS, 


Gorerno of Wuoming 


SANTA Fre, N. Mex., July 24, 1954 
The Honorable JoHN W. BrIcKER, 
Chairman, United States Senate Interstate and Foreign Commerce Committee 
Washington, D. ¢ 


Believe better airline service and performance would result from passage o 
Senate bill 8759 designed to provide permanent certificates of operation. Kindest 





regards 
Epwin L. MecuHem. Governor 


ConcorD, N. H., July 26, 1954 


on. JOHN W. BRICKER, 
Chairman, Interstate and Foreign Commerce Committee. 
Capitol Building, Washington, D. C 

Regarding S. 8759 would greatly appreciate action which would make perma 
nent the certificates of local service carriers. Our particular interest in this 
regard is Mohawk Air Lines which services one of the main western gateways 
to New Hampshire and contributes materially to our economy and recreatio! I 
would be most grateful for your favorable consideration of this bill 





Governor of Ne Ha pshire 


Senator JOHN BRICKER, 
Senate Office Building, Washinaton, D. C 


Southern Airways is performing a valuable service to the transportation sys 
tem of Alabama and the Southeast. It is our hope that a permanent certificate 
he granted them for this reasor 1 would appreciate any assistance ye 
Can five n the passage of S. 8759 


GORDON PERSONS, 


Governor o \lahbama 


Ark TRANSPORT ASSOCIATION, 
Washington 6, D. C., July 22, 1954 
Hon. JOHN W. BricKeEr, 
Chairman, Committee on Interstate and Foreiaqn Commerce 
United States Senate, Washinaton 25, D. ¢ 


orn 


My Dear Mr. CHatRMAN: There is pending before your committee, S. 3579, 
introduced by Mr. McCarran and you on July 15, 1954 \ corresponding bill, 
H. R. S898, was passed by the House on July 19, and has been referred to your 
committee 

As we understand these bills, they would have the effect of requiring the Civil 
Aeronautics Board to grant permanent certificates to local-service carriers 
which now hold temporary certificates, upon a showing by the individual carr 





that it had been operating during a specified period and that its service was 


flix ient 


} 
dqequate an ‘ 








Gurney 





ownershi] nd management of Mohawk 


» integrity of these people 


argues that permanent certification would 
ovement of the route systems of the 
Aeronautics Act itself 
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s legislation It is still under study 
member! liowever, we do wish to direct the attention 
portant l ration affecting the continued economic 
pol dus 

of your committee know from ng experience, this 
or. ve t ‘ iblis] t va nore stable basis 
esulted diffieultic in financing and it bility to 
pers | vrams nd h ade difficu he acqu 
dern aire nd ass ed equipme Progres has 
OW al il, but we have | ou il achieved 
! ect nals { to « servative investors 
fee W ake ite ecoun 1s 1 worl nt objective 
I sider oF g iti« \ h ce es before 
| LD. JOHNSON 
\ \ s \ \ a) Cl Ss 
i g D.¢ ) ISA 
mil 
/ j f D.¢ 
dire t the National Association of State Aviation 
ed ‘ ny on July 14 vote wheal ously to 
Se SSu It is respectfully requested that this 
ittentic of the Senate Interstate and Foreign Com 
per ( ertification of existing local or feeder 
it] ny heir ability to serve the general publi 
hancially with a resultant saving to the taxpayers 
SO ite help communities being served by 
oe 1 ! fa ties without the risk of expend 
sural hat he tac ities Will be contin ously utilized 
the ey | 
W ‘ el d fe he ities and the 
cle al ‘ ( \ re ow rece ng oO ro 
‘ eceive f rable acti 
\. B. McMULLEN, 
hare tia Ni etar 
VIOHAW \IRLINES, IN 
Tthee Y.. July 22, 1954 
i 
| er h ( in Gurney, Ct man of the 
Ss re ‘ te 1 to indicate his opposition to 
hw | ide permanent certificates for Mohawk 
1 rrier 
‘ S ‘ Mr. Gurney’s arg 


) uments in opposition 
hould have the facts clearly presented 
Claims that pe 


rinanent certificates would remove 
al carriers 


w have to reduce subsidy Mohawk 
the 14 loeal carriers and in 





1952 was ven a 7-yeat 
wocnition of this fact Mohawk has reduced 
passenger carried and community served since that 
or any other 


from its continued efforts to reduce its subsidy 


1S 


make much 
local carriers. The 
refutes this argument Under the 
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law there is no difference in the power of route adjustment, subsidy reduction, 
or any other economic control over scheduled air carriers between those with 
permanent certificates and those with temporary certificates, lFurthermore, the 
law never intended that the Board should use the certification power as a club 

Thirdly, Mr. Gurney says that the passage of S. 38759 would saddle the Goy 
ernment with an annual subsidy bill of over S20 million There is no more 
requirement to pay subsidy to permanently certificated carriers than to tempo 
rarily certificated ones 


kourthly, Mr. Gurney says that 50 cents of every dollar income to local service 


carriers comes from the Federal Treasury While this is true, it is also true 
that the 18 trunk airlines which today serve the entire United States, nearly 
all subsidy free, were more proportionately dependent upon subsidy when they 
were permanently certificated in 1938 than are the local carriers today Specifi 
cally, Mohawk Airlines derives 20 cents out of every dollar ine e, which is less 
than the proportionate amount of subsid eceived in 1938 by United, American 
- Trans-World, or Eastern 
Che plain fact is that the 440 communities served | local carrier 260 of 
them receiving their only air service from local carriers) are just s entitled 
the security of permanent certification as are the o20 larger ities served by 
trunk Carriers Furthermore, the emplovees and stockholders of the local cat 
e riers deserve fair and equal treatment and have done fa more to earn it than hac 
the trunk carriers in 19388 
Mohawk Airlines serves more cities in New York State and Massachusetts that 
trun carriers combined I sincerely hope that vour committee will report 
out favorably S. 3759 so that it may receive the same favorable treatment on 
the floor of the Senate as the companion bill, H. R. SSOS, received when it wus 
passed unanimously by the House last week. 
Sincerely youl 
Ror | Peach, Presides 
Mir. Gurney. The record of the carriers for th past several veal 
ows that while the bhi rensed uverage reve vue per aireragtt mile rep 
resents increased traffic with only a relatively sheht increase in fare 
L rate ( irged, it 1 st be recognized that the volume of traf 
appears to be leveling oft For the vear 19 the average 1 nber ot 
17} - 
passengers carried per aireratt-mile was about 5.¢: for l9ol that ave 
age went to about 7.6 passengers per mile: in 1952 the average w 
approximate ly 8.3 passengers: but in 1953 the ave rage load increased 
OnLy shehtly, to 8.6 passengers. During this 4-vear span the average 
. 8 . } ~ P : 7 } 
fare vield Increased from about 5.5 cents pel passenger pel ite 
irried. in 1950, to nearly 6 cents pei passengel mile in 1953, th 
untine for some part of the total crensed revenu obtained pet 
aircraft mile. 
The Board and the presidents of the local service carriers, aware of 
the necessity 1n the face of ris ho subsidy need to redu e expenses even 
‘ i period of inflationary trends outside the control of management, 
have planned and held meetings in Washington in the past several 
; ao fat ; : : : , : 
months for the purpose of discussing expenses 1n detail. down to the 
level of landing fees and ground rentals charged by the cities served. 
* It is the Board’s opin hn that in gene ral the managements of the 


carriers are making intensive, continuing efforts to lower expenses in 
all possible ways. 

The foregoing statistics « learly demonstrate, in the Board’s opinion, 
that as of the present time, and on the basis of the present operators 
and route structures, there is no promise that this subsidy bill will be 
eliminated in the foreseeable future. 

It is possible that if the present temporarily certificated carriers 
were given unlimited authorizations, their financing plans and pro- 
grams could be more easily carried out. It is the Board’s view, how- 
ever, that the most important factors in determining the industry’s 
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economic health, potential growth, and its hope for self sufficiency, 
ire the carriers’ route structure and its inherent capacity to produce 
traflic and revenues. 

It isthe Board’s helief therefore that its own broad responsibility is 
to continue to carry out the policy of adjusting and developing air 
routes, with the objective of achieving a self-sufficient air-transport 
ystem which can and will support a financially sound industry. 

I would like to call to the committee’s attention that presently in op- 
erating expenses are included depreciation on the plane over a 7-year 
period. A DC-3 at the moment might be worth approximately S70,- 

0, so each year they would get $10,000 depreciation. Of course, they 


1 


i residual value of about 15 percent, but in rought figures the 


ive fully deprec} ited in ¢ years and that way they vet their 

pita ick 1 uly to rep! ice that plane in that leneth of time. In 
el ords, that is the one w L\ they are presently financing their 
mwipment. \ 1] equipment IS subject to depreciation as part of the 

opera r expenses 

Che last point to which the Board desires to invite the committee’s 
tenth ! tS col iderat on of these two bills also relates to subsidy, 
mt treated in a shehtly different light. The Board’s statistics show 
it of e\ ery dollay of il come received by the loeal service carriers as 
Croup, eV cents ! es out of the I nited States Treasury. In the case 

f one carrier, 82 percent of its total income is furnished by the Gov 
ent, 73 percent in the case of another, and 64 percent for a third. 
Obviously, the amount of subsidy and the Government’s proportionate 


keeping necess Lr'y transportation media alive is to be deter- 
ned by the Cor gress as a matter of basic policy. However. the 

Board, as the body created by the Congress as its expert arm to deal 

th aviation, believes that this percentage of Government support 

too h oh to indertake ona permanent basis. 

For the foregoing reasons the Board is opposed to the enactment 


of t] lemislation. 

It Ss recogn zed that the managements of the temporarily cer- 
hicated carriers may sometimes encounter difficulty In obtaining 
ecessary fit uncing through either equity capital or bank loans, owing, 
t is asserted, to the temporary and limited nature of their authoriza- 
On the other hand. experience of the carriers shows that vigor- 
! er managements ¢ in and do obtain equity capital to finance 
cpa d operations or to strenethen the capital structure of their 

companies. 
As the Board indicated in its letter report on S. 3759, it believes 
‘ e of the ba ic purposes of this legislation is to express con 
ore nal endorsement f the loeal service concept in its present ven- 
rn { eS [It appears to the Board that a joint resolution of both 
Ts List f the Congress l noht achieve this purpose as effectively as 
| eg slation. W thout the adverse etfects which we believe the 

t of either H. R. 8898 or S. 3759 would have. 

Pha 1 congressional expression that it considers in the public 
terest a local air transportation system performed by air carriers 


vho, by reason of their association with the region in which they 
D ite r otherwise, have demonstrated a desire and aptitude to 
ve adequate and efficient an transportation to local communities, 
hould serve this end. 
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In conclusion, Mr. Chairman, the principal issue raised by H. R. 
8898 and S. 3759 is whether the leeal service carriers have advanced 
to the point where their organizations and route structures should, o1 
an industrywide basis, be made a permanent part of the air trans- 
portation system of the country. In the Board’s opinion, this part of 
the Industry has not reached that point, and we regard local air service 
is still in its developmental stage. 

Permanent certification is not necessary to the acquisition of new 

ipital, and we perceive no sufficie tly valid reason for shorteutti og 
the orderly procedures laid down by the Congress in the Civil Aero 
ities Act. 

The Board has been informally advised by the Bureau of the 
the Board’s position In opposition 
to this legislation, and that that Bureau concurs therein. 

Senator ScnHorpereL. Thank you very much, Chairman Gurney. 


eet that there s no objection to 


Senator Stennis will submit a statement on this subject matte 
ra OLVrrow PHN 
Prepared statement of Hon John ( stenl follow ae 
os is Sy or JOHN St 1 oO SENATE I \ AND For 
(‘OMMERCE COMMI Re S. 37909, J x 21, 1954 
mr. ‘ I want to present to the committee a brief review of the 
‘ aid nt ol made by lov ~ETV1LCE birilne the economy of the 
? sections of our country not served ful by the larger trunk airlines; and 
( St of Mississippi. During t) ist 5 years the loca 
rvice carrie perating under temporary permit ave proved that they e 
as el nent certiheates ry ) ecelVing a temporary certifica 
lagain before the renewal of the certificate these airlines have been required 
neet ist rigid requirements of proof of fitness and abilit In view of the 
ndustry’s record, I believe the local carriers should receive permanent certifi 
ites guaranteeing their right to remain in busines 
The entire South, and Mississippi in partienlat developing rapidly from the 
ndustrial standpoint Even though Southern Airways ur local carrier, has 


perated in Mississippi for a relatively short period, it has already played an 
nportant part in the State’s industrial development—12 of our cities have 
cheduled air transportation, of which Southern Airways serves 9. Of Southern’s 
) cities, 6 receive service only from Southern 
Air travel has become vital to the economic development of our small cities. 
As an illustration, I quote the following statement of Mr. W. C. Robinson, 
vice president of the American Bosch Corp., which operates a small plant in 


Columbus, Miss 








I think you ould be interested in knowing that Southern Airways was one 
the facto onsidered in locating our new plant The fact that Souther: 
ides enient morning and evening schedules connecting Columbus, Miss., 
h Ji Bi sham, Memphis and connecting airlines, was important 
dw particu luable since the only other effective means of transpor 
mn \ g Wil 
[3 e | x ned e ope mof thes PEY ne nd persc 
r ( Vv rende I t na I hey should be ibsorbed by i 
ore if he course of time these irger operators would seel ) 
continue services to the small cities that could not initiate enough air traffi 
tify the expense of th scheduled stons mad l ve would soon revert 
pattern of s« ce nlv for the larger cities 
The public nterest requires a two-level system domestic air transportation 
ecause local service in many of our small and intermediate cities cannot prop 
be provided by the trunk carriers, who must adapt their schedules and 
ehts to ser e the long-haul trath« 
Temporal certificates have prevented local-service carriers from making 
g-range plans and, in turn, from achievit mies which would result from 
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wh plannil No matter how well a local airline functions, it is diffi 


t for them to take advantage of the long-term finances enjoyed by the major 
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airlines because large financial institutions hesitate to make long-term loans to a 


business which must go before a Government agency every 5 years and get per 
nto remain in business 


The provisions in H. R. S898 as to requirements for the granting of these per- 
ent certificates are sufficient, and I hope the committee will see fit to adopt 


aunguage of the House bill in this regard 
Mr. Chairman, I urge that the committee issue a favorable report on this 
egi tion in order that may be passed durirg this session 
> itor SCHOEPPEL. Do you have any questions, Senato1 Bowring / 
Senator BowrtnGc. No questions, Mr. Chairman. 
~ tor SCHOEPPEL. Senator Magnuson / 
Senator Magnuson. Yes, I have some questions. I will pass for a 
) 


Senator SCHOEPPEL. Senator Duff / 


Senator Durr. Noquestio1 


Senator SCHOEPPEL, Senator Smathers, do you have any questions ‘ 

> r Smaruers. | will pass fol the time being, Mr. Chairman. 

‘e, ( SCHOE! hl se atol Pavin ¢ 

“ ’ Payne. I wou like to ask Chairman Gurney, Just assum 
i i we ive te ISSUD Ne that 11 the committee were to consider 


e of these bills favorably, I would lke to ask vou whether or 


vou think that the currently operating all-cargo airline as such 


%0O 
temporarily cei I ited should be included mide the 
| of « ; 7 
\! (JURNEY. You mean whetlie they would be neluded undei the 
} ofthe biitas ! \ vritten / 
tol Pay NE. Ye Wi laret e\ and if not, should they / 
i tt a 11 they re mm hn the act at present, | readily 1merer 
ld not b 
| tance, we ive Oe e that is not doing so well an t has 
Prise ent e last 3 or 4 vears and is presel tly look 
Qt I ( : oO] Ww Ud hate to see it, the permanent 
of t cargo lines 
ray? thu t| ("1 \eronautics Board has recently 


ition for the merger of two cargo lines. 


| t right, and they are having trouble merging, 
merg ne they ire ! trouble financially, and I think those 
ood reasons 1¢ not Gy ne then. a permanent cert heute, 
- Payne. So it vour feeling that thev should not be in 
Ir. GaurNeEY. That 1a] 

= itor SMATHERS. Suppose vou had one with eood hinhavement,. 
do vou think it they should not be permitted to be @eiven a certih 
Mr. Gurney. No, Senator. During their developmental period 


lexperimental pel od, if 

Sa sou al business endeavor, there is a place for them and l ami sure 
he Board—and I would personally—and I am sure the Board would 
like to give them a permanent certificate. 

Senator Smaruers. Would you be willing to state that this legisla- 
tion should be made sufficiently broad so that if 2 carrier, a cargo 
carrier, applied for a certificate and if the Board would determine 
that it had sufficiently sound management, then the Board would be 
authorized to grant them a certificate ¢ 

Mr. Gurney. That would be fine, in my opinion 


‘ 


they come out with good hiahagement and 


' 
: 
' 
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Senator Payne. Didn't the very fact that the Board ap proved the 
merger indicate that the Board felt these c argo lines were serving a 
useful purpose / 

Mr. Gurney. That is right, and by merging they could cut over- 
head costs and could compete in certain territories and thereby vet 
their business on an economic, sound, stable basis. 

Senator Paynrg. And if that occurred, wouldn't that in turn more 
or less place them in a position so that they would secure further 
benefits asa result of having perinanent certification ? 

Mr. Gurney. Ithinkso. Ithink that would follow, yes. 

Presently they are just having trouble merging their pilots and their 
mechanics and diffrent cargo handlers and contracts with labor. That 
is the onlv thing that is holding it up. 

Senator Payne. You mentioned earlier that you have authority, 
f the Board finds that an airline is no longer operating in the public 
interest, to withdraw even a permanent certificate, although you said 
( was rather difficult to prove that fact. 

Mr. Gurney. No, I don’t think so, Senator Payne 

Senator Payne. Maybe I misunderstood it. 

Mr. Gurney. Mr. Calkins of our General Counsel's Office can answer 
that better than I can. 


STATEMENT OF G. NATHAN CALKINS, CHIEF, INTERNATIONAL 
AND RULES DIVISION, CIVIL AERONAUTICS BOARD 


Mr. Carkins. In answer to Senator Payne’s question, the provi 
tons of section 401 (h) of the act state very specifically what the 
Board may do in revoking in whole or in part a certificate. 

Mr. Gurney. Permanent certificates. 

Mr. Cavxins. It applies equally to a temporary certificate if you 
will revoke it before the term is up. Obviously you do not frequently 
revoke a temporary certificate before the term is up. 

A certificate can be only revoked for intentional failure to comply 
vith the provisions of any rule, regulation, or order issued under the 
title or of any certificate, term, condition, or limitation contained in 
the certificate. It must be an intentional failure to comply, and even 
then the Board may or rather must give the offending carrier one bite. 
It must notify the carrier and tell it that it has been in default and 
ceive ita chance and opportunity to remedy the situation. 

Thereafter, if the willful violation is continued, the Board has the 
power to revoke. That is the only power that the Board has to 
revoke a certificate as such. 

On the other hand, the Board may suspend a certificate, modify or 
alter or amend it when they find that that is in the public interest, 
after hearing. That is a very different test. The difficulty arises in 
‘hat you get a borderline situation as to what is the difference be- 
tween alteration of a certificate or a suspension of a certificate. 
When does it become a revocation in whole or in part, and that 
borderline is also something that can never be precisely determined. 
It is a matter to be handled on a case-by-case basis and it is almost 
inevitable that it will lead to litigation in the courts, appeal from 
the Board order and fought out litigation in the courts to determine 
whether it is proper for the Board to do or not. 

Senator Payne. That is the section I refer to. 
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ited. (4 urman Gurney, that “Consequently, for all intents 
ad} oses, the revocation powel > nonexistent for route readjust 
; oe 
I} l SO} | asked the que tio | was wondering whethe or not 
fe] e rules or regulations or law it does ont afford the Board 
f] thorit be able to carrv out the intent if a line is defi 
\ oO Lo tw it ve we d ce nsider public hnterest, vhethen 
elf ould not be changed and additional rules 
| O prefer to see the law itself amended rather than for 
put into effect b se T think we are using too many rules 
ite our Government. 
\i (y NEY The Board presently has legal authority to revoke ol 


ie their temporary period has expired, after a full 


aring qd giving the « es a chance to come in and present 
Senator Payne. But that is not true on a permanent certificate, 
Mr. Cannkins. No, the opportunity to revoke, the continuing author 


e term ition of its temporary certificate Whether 0) 


’ ’ 1 . > 
uuld be renewed is before the Board 


~) | YN he Tel \ ) holds the temporary certificate 
\ ind hnvo ed I expense which adds to his 
e, where the fellow fortunate enough to have the 
} tect VOU Say he lay } ke t 
! \ - Lt LOll tf he does { rryv it out 
Th t 
| roduced a | m. Be about 4 mont WO 
{ \ \e i B 11 1 ala l ty ‘ at 
( ertil es I ed to perform: What wa 
Ct the tire It Was gral ted. 
Lhe I ! e] licated at that time that the Board did not 
aed did not want it. The Board cited 
it they iought gave them the necessary power, But I 


t 
e power then and I do not think that they 


However, I think they should have it. 


a PAYNI | augres { yo 1 do not like the ph losophy of 
( ( ( s under tl so-called grandfather clause and gets 


ent cert ficate. that eis pra ‘tically outside the veil, where 
struggling alo gF Ol ‘A temporary certificate has Pot to 
eon guard every single minute to justify his existence. 

Mr. Gurney. The trunklines go long distances and they have pretty 
well supplied the Nation with long-haul transportation that is in the 

blic interest. 

‘There are some plac es where additional long-haul service is needed. 
service carriers are to complete the network, make con 
ections between these places into smaller communities that cannot 
ipport long-haul trunkline carriers. 

We started in about 9 years ago but it did not get into operation 
ntil 5 or 6 years ago, and we have got to develop the most economic, 


the best routes between these trunklines. It was put in on an experi- 


ental basis with the firm belief that the original route systems were 


ot Q das they would eventually be made. It is not that we are 
es ne giving permanent certificates to these carriers. We say do 
ot ( . The Board has plenty of authority to give these car 


e) l rmanent certihca 


te afte? they have progressed and have 
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shown that this is the best route system for that carrier, and afte1 
the Board has had a chance to evaluate both of them and see if it is 
necessary to combine two adjoining carriers in order to get down to 
the lowest. level of administrative and overhead cost. I am firmly 
of the opinion that we need these carriers and cannot get along with 
out them. We have got to have them. 

I firmly believe that this developmental period should be fully sup 
ported by Congress. 

We have not done the job that Congress told us to do. We need some 
more time to do it. You could take the top carriers and give them 
i permanent certificate now, but just the _— when even the — 
carriers come in for a renewal, they themselves ask for changes in thei 
route system in addition to what the Board thinks they want. 

As a matter of assurance to them that they can get their proper 
financing, I am sure that the resolution as suggested by the Board 
would do the trick. 

I am sure the experience and record with which they have handled 
themselves and the record with which they have been handled gave 
them that assurance anyway. But to blanket them all in at once 
doesn’t give the Board a chance to do the job tl at I think Congress 
has the mght to expect of 

Senator MONRONEY. isn’t it a fact that all the cood routes are par 
celed out to the “grandfather” carriers? And now we come to the 
very thin, submarginal traflic routes for the local service carriers to fil] 
in the pattern. 

We make ve r'\ difficult the financin g job of the local line. The bank 
er doesn’t know whether thi temporary ce rtificate will be extended 
perhaps a year or not and he is not going to be willing to put up money 


for ney aircraft. I do not see he Ww these fe llows have gone along as 


well as they have without any permanent proof to a moneylender who 

ertainly is not careless with his money on a long term investment. 
The investor can hardly be expe ted to anticipate the termination of 
a certificate in a year or so and still lend money at reasonable rates 
and under reasonable conditions, 

Mr. Gurney. At that point let me say that, well, just take one town 
that is outstanding. We took Duluth, Minn., off Northwest Airlines 
and put a local-service carrier in there. The local-service carrier 
is giving better service to Duluth. It is helping to take Duluth, 
Minn., off the subsidy. That carrier is now up to about 45 percent 
load factor, which is above the average. 

We had a merger out in the States of Washington and Oregon of the 
West Coast and Empire Airlines when they went together. They 
— Portland, Seattle, and Spokane, and they were down as far 
as Boise, but there is more good that can be done through that merged 
company. 

Bonanza Airlines, down in Nevada and southern California, they 
have just gone through a hearing, and a decision on that case will 
be out soon, and I am sure their route will be better and their pet 
centage of subsidy will be lowered. 

Senator Monroney. Would you say, therefore, that one of the 
reasons for not granting them permanent certificates is to let the 
Board retain more authority to force mergers or force readjustments 
and take a segment off here and paste it onto another segment ? 
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Mr. Gurney. That is right; you can do it easily and efficiently, 
and you get a chance to look at it in shorter per iods, and you do not 
need to go along with an uneconomical segment more than the time 
necessary to ascertain its value, and then you can do the necessary 
things for that line. 

Senator Monronery. The cost, however, to the Government wouid 
be virtually the same whether they are certificated permanently or 
temporar ily, imnoring the possibi lities of route mergers which you 
might be able to n 1udge them into. 

Mr. Gurney. I think the cost would go up. 

Senator Magnuson. How much? 

Mr. Gurney. Well, it would just take longer to get nonpaying seg- 
ments off of the route system of each earrier. 

Senator Magnuson. I get the definite impression, Mr. Chairman, 
that the Board is opposed to this bill not only on the theory of better 
idministration, which I can understand—because you have a better 
hance to work the routes around—but mainly because it may cost 

ore, Is that correct ? 

Mr. Gurney. No: I would not say that. 

Senator Magnuson. If it does not cost any more, why not let these 
fellows who are trving to do the job, do it ¢ 





Mr. Gurney. The big reason for the increase in subsidy is the 
tremendous increase in the number of route miles. 

Senator Magnuson. How much is your total subsidy for all airline: 

Mr. Gurney. About $80 million. 

Senator Magnuson. S80 million 4 

Mr. Gurney. Yes. 

Senator M AGNUSON. How much is it for the local services ¢ 

Mr. Gurney. About $26 million this year. I think $24 million is 
about what we asked for the appropriation bill. It would freeze 

hn some segments of some routes that even they do not want. 

Senator Magnuson. In other words, your route pattern would be 
different. I can understand that. 

Mr. Gurney. Yes. 

Senator Magnuson. But I do not think you ought to oppose this bill 
from the standpoint of costs because mergers do not reduce the cost 
of airline subsidies. 

Mr. Gurney. It has in the West Coast Empire case. 

Senator MaGnuson. But in the long run you pay about the same. 
$26 million is the cost of 1 de stroyer, and I am sure that the feeder 
airlines of this country are much more valuable to the defense of this 
country than 1 little destroyer. 

Mr. (JURNEY. | Cah assure you, Senator, the biggest increase in 


Cosi 


‘4 


senator M AGNUSON. I can understand your reasoning on the ques- 

on of route patterns, because there are times when I think the rail- 
roads ran into that. I think the chairman will agree that sometimes 
the railroads vot into a plac e where it takes a lot of time to vet them 
out. But nevertheless, even that is not too serious. Your air pattern 
is pretty well set. 

Mr. Gurwey. P retty well set, but just remember- 

Senator Magnuson. Except for mergers. You fellows are looking 
for mergers, 
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Mr. Gurney. Let me point out since 1945 

Senator Maenuson. The Congress has said not onee, but three 
times, you should not do it, but you are trying to do it anyway. 

Mr. Gurney. In 1949 they only had 18 million route miles. Today 
they have over 46 million. That in my opinion proves that the Board 
s willing and believes in this kind of service, a nd is willing to support 
it, and does support it. That is the reason oe your subsidies in 
creased. The biggest reason 1s because the Board extended the mile- 
age for the local service lines. That is the biggest reason. 

Senator ScroErren. | would like to ask you, Mr. Chairman, this 
question : 

The Senate bill I think makes reference to local and feeder serv ice, 
consisting ot carriage ot persons, property, and mail. What about 
the helicopter services that are coming in now’ Have you given 
some consideration to that 4 

Mr. (JURNEY. Yes, We have three experimental helicoy ter car 
riers operating now at New York, Los Angeles, and Chicago. They 
are very high cost. They are subsidized at the rate of 2.58 cents. 
The m: ail cost on these carriers is 2.58 per ton mile. That is the mail 
cost on the local service carrier. 

Senator Monroney. Is not the total subsidy around $2 million on 
the helicopters ¢ 

Mr. GurNEY. It is $3 million. 

Senator Monroney. That is more than 10 percent, 

Mr. Gurney. Yes: that is right. 

Senntor MoONRONI = That is more than 10 percent ot what t would 
cost to operate feeder lines all over the country. 

Mr. Gurney. That is right. 

sSennutor MoNRON} Ek It seelns to me the feeder lines are dome a far 
better iob for the publie than the few helicopters you have flying 
around. 

Mr. Gurney. The Mohawk feeder line is _ sently operating a heli 
copter between New York and a couple of pomts on its system m 
southeast New York State, and at no extra cost to the Government. 
In other words, their subsidization of the heli optel experiment Is by 
themselves. 

Senator ScnHorrre.. Has it succeeded to the point where you can 
iel] whethe the cost factor curve is voing down / 

Mr. Gurney. It is not. 

Senator SCHOEPPEL. It seems to me it should be made to show that. 

Mr. Gurney. No; it is too small a helicopter at the moment. The 
Board’s thinking is you have to get up to 20 to 25 passengers in heli 
copters before you can commence to consider it being good enough for 
local service line to use. 

Senator Monronry. They fly from the airport into town. It is a 
sort of glorified airport limousine service or truck service between 
downtown and the airport. 

Mr. Gurney. Originally it was certificated in Los Angeles, think 
ng they would give the military a great experience in he licopters, and 
it did oet it. And because of that experie nee L think he ‘licopte 's were 

more serviceable in the Korean war. 

Senator Monroney. It is used between the post oflice and the air 
port, 


§0202—54 
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Mr. Gurney. That is right, and they are presently starting to take 
passengers in a 50-mile radius of New York and Los Angeles. I think 
they are about ready to start. 

Senator Smaruers. When vou decide such an operation is uneco- 
nomical, how long do you let it run in an uneconomical fashion? Or, 
how do you decide it is so uneconomical that you should stop it? 

Mr. Gurney. After conferring with the carriers and the post office 
and the general public as to whether or not it is still needed and 
whether the experiment is still needed and is olving us valuable in- 
formation. 

Senator Smaruers. Have you arrived at any conclusion about heli- 
copters thus far’ 

Mr. Gurney. Of course, that, has to be done on the basis of peti- 
tions and hearings. They have temporary certificates too. 

Senator SMariers. You said a moment ago you had concluded that 
the only kind of a helicopter service that would be practical, I think 
you snid. was one that had to carry 20 or Bd passenge rs ¢ 

Mr. Gurney. That is right. And the a way to get those helicop- 
ters Was to get some experieice W ith the smaller ones. Presently the 
Air Foree, as I read the statement recently, is considering fiving the 
local service carriers a bunch of helicopters and letting them start 
running in order to get mor? information that they need in the mili- 


tary ont ie use of helicopters 

Senator Smaruers. This one point is just a matter of curiosity with 
ine. Tf a line which had been certificated—we will say authorized as 
a heli copte line to operate between the airport and downtown—and 
they did not @et 2d passenger he licopte rs, how long do you let that 


particular line operate before you finally say to it, “Wait a minute. 
We do not believe you are accomplishing anything.” How long does 
that generally vo on 4 

Mr. Gurney. Until the Board brings it up and has a public hearing 
to see whether or not the interests of the public demand its continuance, 

Senator SmatuHers. Have you any plans to look into these that are 
now presently operating ¢ 

Mr. Gurney. Oh, yes. They have temporary certificates that come 
up for renewal, and the present certificates are for 5 years. 

I remember Los Angeles was given a 5-year certificate 2 or 3 years 
ago, so they will be up for renewal. 

Senator SMATHERS. So, it is ordinarily at the point of renewal 
where your people m: ike a determination as to whether or not it should 
be continued ? 

Mr. Gurney. That is right. And the Chicago helicopter service is 
now up for renewal, and they have come along. 

Senator Scnorrren. Are there any other questions? 

Senator Monronrey. You cannot carry the mail from the airport into 
the downtown airport at Chicago on DC—3’s and Beechcraft, or any 
other winged plane, can you? 

Mr. Gurney. That is right. The post oflice seems to keep that 
helicopter going. It isa Bell helicopter that is not capable of hauling 
passengers, and they seem to keep it loaded with mail. 

Senator Monroney. The point I am making is the amount of mail 
that comes into the Chicago airport is such that you could probably 
run a DC-3 back and forth between the downtown airport and the 
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Midway <Airport, a whole lot cheaper, without subsidy; could you 
not ¢ 

Mr. Gurney. No. There is not any airport down there that would 
handle it, in my opinion. 

Senator Monroney. The downtown airport can handle DC—3’s. 
That is right there on the waterfront, and that is where the helicopter 
lands. 

Mr. Gurney. You would still have to put it in trucks to get it to 
the post office. 

Senator Monroney. Isn't that where the helicopter lands ‘ 

Mr. Gurney. I do not know. I am not sure where it lands in Chi- 
cago, but I thought it landed on the roof the same as at Los Angeles. 

Senator ScnorpreL. It does land on the roof. 

Mr. Gurney. At Los Angeles and Chicago, and so far they have not 
had a landing place made available at New York City. 

Senator Monronrey. Where do they land in New York ¢ 

Mr. Gurney. They go between the airports in Newark and La- 
Guardia and Idlewild. As soon as some negotiations with the post 
office are completed, New York Airways is to get a site at around 52d 
Street, I believe it is. 

Senator MONRONEY. Am |] right Ih assuming then that the trans 
portation of mail from the airport in Chicago, the transportation of 
mail from the airport at Los Angeles to Los Angeles, and the trans- 
portation between LaGuardia and Idlewild and maybe downtown 
New York—— 

Mr. Gurney. And Newark. 

Senator Monroney. Is costing us $3 million a year in subsidy ? 

Mr. Gurney. That is right. 

Senator Monroney. Compared with $24 million for all of the rest 
of the United States for feeder lines ¢ 

Mr. Gurney. That is right. And based on the defense value and 
the experiment needed. ‘To be exact, Senator Monroney, I estimate 
for this year $2,563,000. I was being conservative, thinking it might 
run over. 

Senator Monroney. Of course, the Army maintains its own helicop- 
ter school and is putting in a greatly expanded one down at Camp 
Rucker, and the Navy and the Marine Corps both have schools and 
development going on. 

I was wondering now, since they have taken up the helicopter, how 
much longer we will have to be spending $3 million a year for this 
stuff. 

Mr. Gurney. At the time the temporary certificates were given for 
ull three of these, the Military Establishment thoroughly endorsed 
the plan. 

Senator ScnuorrreL. If there are no further questions— 

Senator SM ATHERS. He Hla have ( overed this before l got in, but I 
would like to know how many pilots there are working for these local 
service airlines. Do you know just offhand ? 

Mr. Gurney. If it is available I will furnish it for the record. It 
would be over 1,000—1,500. 

Senator Smaruers. Do you consider them of value? 

Mr. Gurney. About 1,000. 

Senator Smatuers. Do you consider them of any defense value at 


all ? 
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Mr. Gurney. Absolutely. Wonderful. 
Senator Smatuers. How many technicians would you say are work- 
ne for these local service airlines ? 
Mr. Gurney. You mean mechanics ? 
Senator SmaruHers. Yes. 
Mr. Gt RNEY | ado not have it in mind. 
Senator SmarHers. Would you say three or four thousand / 
Mr. GuRNEY. More than the Pp lots. 
Senator SmarHers. Do you consider them of v defense value ? 
Mr. Gurney. Surely. 
Senator Smaruers. Do you consider them together, would you say, 


orth more than $23 milhon ¢ Phat is these pilots ind technicians 2 

Mr. Gurney. | think the whole airplane industry is providing a 

itional defense asset that you couldn t replar 

Senator Smaruers. Then do I conclude your answer to my question 

aa’? 9 

Mr. Gurney. I will say it. Ye \bsolutely Put an absolutely 
t. 

Senator Monroney. Mr. Chairman, may I ask a question for the 


record ¢ 


Senator SCHOEPPEL. Senator Monrone) 


Senator Monroney. Would you say the views expressed in your 


tatement. Mi Chairman, are the unanimous ews oft the Civil 
\eronna itics Board 7 
Mr. Gurney. I believe they are. This prepared statment was 


() Kod by the full Board unal no isly this morning. 

Senator Magnuson. I have just one question. 

Senator ScuorrreL. Senator Magnuson. 

senator \I \GNUSON, You ire really maki 0 plen here tod \\ fora 
certain amount of flexibility. 

Mr. Gurney. More time to work out the best local service system. 

Senator Magnuson. In other words, vou are not against this bill be 
cause of its cost? You are not against it because there are not some 
feeder lines that are doing a good job. But you are really making a 
plea that you should have time to weed out the bad and take care of 
the good? 

Mr. Gurney. Make the bad better. 

Senator MaGnuson. Or keep the good Food 

\[r. (VFURNEY. That 1S right. That Is oul plea We need more time 
to work it out: and they are getting along fine 

Senator Magnuson. Let me ask you this: Supposing the Board has 
concluded that a route pattern has been set with feeder line. Take 
ny own terr tory. Is it the West Coast 7 

Mr. Gurney. Yes. 

Senator Magnuson. Which you say generally you think is doing a 
good job. 

Mr. Gurney. Excepting that the southeast leg does not end up any 
place. That needs fixing—that particular air route. 

Senator Magnuson. That is the particlilar point I am getting at. 


I do not know about the southeast leo. 
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Mr. Gurney. All they want to do 1s stretch out a leg. 

Senator MaGNuson. Supposing ; you finally finish. Maybe you think 
this is the right pattern and the southe: ist leg is firm and solid, or the 
northeast leg ha eae eut off and you think everything is all right. 


Then would the Board orant them a permanent cert ific ate under this 
Hexibility vou desire / 


Mr. Gurney. If that process were CoM} leted I] would Sa\ they 
would. 
Senator Magness N I think that = the whole point of this. Jecause 


if you are going to work under a pattern that you are going to take 
all feeder lines and cle ide they are not in the category where they 
he eranted permanent certificates whether they are vood or bad, 
I think we would get into an impossible situation. I think you have to 
pick them out. and when you find in your judgment this is now the 
putle rn and itis don GO the right ki cl of a job, that thet vou ought to 
eo ahead and move on oF 
\Ir. GuRNEY. Some local carriers that are in eood territory al d with 
oad Tactors up, ¥ h have og od, strong terminals at the edves of 
their system, so that they have some place to 


vO and some place to 
come from. and wl 


here everything is all fixed up, then I am for giving 
them a permanent certificate 

Senator MAGNUSON. Yes, because | do hot know whoeven ntroduced 
this bill, but I think probably the basic reason for it was that all of 
these so-called feeder lines. regardless of whether they were good 
or bad, have been sort of dumped into the same basket. I think that 
the Road has got to pick and choose. When a fellow is good I 
think you have to say, “All right. You are doing the right kind of a 
job,” and put your QO, ae on him. 

Mr. Gurney. That is what we have been doing picking and 
choosing. 

Senator MaGnuson. And not keep them on probation. 

Mr. Gurney. Those that are imperfect we give a 3-year certificate, 
change their route, and make it as good as we can. And if they get 
better we give them 5. and then the best ones did actually receive 7- 
vear certificates. 

Senator Magnuson. Let me ask you another question. When you 
give a temporary certificate to any airline for a period of time and 
their certificate then comes up to the expiration date, and in all re 
spects they have done a good job, would you be inclined to renew that 
certificate ? 

Mr. Gurney. Oh, yes. 

Senator Magnuson. All right. I say supposing they have done 
a cood job. 

Mr. Gurney. Yes. 

Senator Magnuson. The pattern has been set and they have served 
their cities and communities and have done a good job and come 

for renewal. 

Mr. Gurney. On the supposition of economical management they 
would get a renewal. 

Senator Monronery. Supposing they were so good you gave them 
a 10-year certificate. Then during the first 5 years of that 10-year 
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pel iod they even got better. Would it be possible then for them to 


come in and say, “We would like to have a 10-year lease on life now, 
instead of going up to the very deadline on the expiration of our 
original 10.” 

Mr. Gurney. They can always do that even after 1 year. 

Senator Monroney. Has it ever been done? 

Mr. Gurney. No. 

Senator Monroney. Do you not think for the ones who are in this 
al olutely perfect or near perfect condition that would be a pretty 
good pattern for the Board to set so that they do have a longer lease 
on life? It does seem to me the airline as it comes to the end of its 


licensed service Is going to be j i prejyudi ed cond tion from the 
sta! dpo nt of financing and neertainty of its persol nel, and every 
thing else, wondering whether the Civil Aeronautics Board is going 


to drop the ot] er shoe or not. 
Mr. Gurney. Any carrier can come in with a petition at any time 


and the Board willenterta hit is quickly as possible. 

senatol VMIonr INEY. But do vo thin! { will be ; pretty eood pol 
1c} to explain that if they are don e a good job during the first part 
of their temporary operating cert ite. that the Board itself will 
encourage hem oO come oT it 7 VW 1] have some lon revity of 
operation that certain ¢ It like a lease. | 1e\ know they will 
be in business for so many more years 

Mr. Gurney. Senator, the only remark T can make on that is, I 
agree with you thoroughly, but if you got above 7 years I think vou 
are almost granting a permanent certificate If you vo above that it 
might as well be permanent If they vet hetter and vet to be the 
best of the bun h. vive them a lon g-term temporary certificate or else 
permanently certificate them if vou get them into the 10-year period 


you are talking about 

Senator Monroney. Yes. QOne other thing. As I understand it, 
the rescheduling means you want these feeder lines to go some place, 
It means thes must have connections with the trunklines at the max 
mum number of points that economic need can be shown. 

Mr. Gurney. And the communities in between are entitled to serv 
ice. In my opinion if Congress is willing to support them, the better 
towns where they really use the services should be hooked up with 
the local service lines. 

Senator Monroney. But you do favor the connecting points with 
the trunklines wherever it is possible / 

Mr. Gurney. That is right. A local service carrier in order to be 
good must have a good terminal point. Not just at one end of its 
system either. 

Senator Monroney. Yes. 

Senator Magnuson. You do not mean to imply, of course, that every 
system is going to be economical ? 

Mr. Gurney. No. 

Senator Maanuson. Why, of course not. 

Mr. Gurney. That is right. 

Senator Monroney. The trunklines from Cleveland to Toledo 
are uneconomical. 

Senator Magnuson. This is overall. 
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Mr. Gurney. That’s right. The points in between the terminals. 

Senator Magnuson. I am sure some stops even in South Dakota are 
not economical. 

Mr. Gurney. We found a lot of them are not. and discontinued the 
Midwest Airline out there. 

Senator Magnuson. I know some in my State are not. But never- 
theless, it is like the mail. Some RFD routes do not pay their way, 
but nevertheless we will give them the service. 

Senator Scnorpre.t., Chairman Gurney, I would like to ask you with 
reference to the future possibilities of helic ‘opter service. Such serv- 
ice is here, and in my judgment it is going to continue to expand and 
get a lot cheaper with better designs, and all of such improvements. 
We absolutely need it in the defense picture. There is no question of 
that. We would be utte rly foolish to be blind to the necessity for it. 

Does Senate bill S. 3759 in your opinion cover helicopter service 
where we say on page 2— 

“ was an air carrier furnishing, within the continental limits of the United 
States, local or feeder service consisting of the carriage of persons, property and 
mail * * 

Would that be broad enough ? 

Mr. Gurney. They are — n tly authorized to carry persons. New 
York Airways is, but the Chie: “arrier is not. 

Senator Scuorrret. But a sail I am getting at is, would that 
language be broad enough to include helicopter service / 

Mr. Gurney. Iam going to ask my counsel. 

Mr. Catxins. On that question we felt that the bill was susceptible 
of an interpretation that it meant to include the helicopter operator. 
We did not think that was the intention of the House bill to include 
helicopters. 

Senator ScHorerret. I am asking you about the Senate bill. 

Mr. Catxins. The Senate bill in this respect is the same as the 
House bill. 

Senator Scuorrren. I want to know this for the benefit of the com- 
mittee when we take it up. 

Mr. Cauxkrins. We think it is doubtful and should be clarified to 
exclude the helicopter operator if the committee were going to act 
favorably on the bill. 

Senator Scnoerren. Let me ask you something else, Mr. Chairman. 
The House bill was introduced for obviously some jus stifiable reason. 
The Senate bill went in obviously with the same high purport but 
with additional provisions. In other words, the vy Wi anted some type 
of legislation to broaden, let us say, the approach of the Board, or to 
include certain things specific ally. Assume that this a is 
going to at something. Would you ri ather have the House bill 
or the Senate bill? That is the $64 question I would like answered. 

Mr. Gurney. We would rather have the Senate bill, but, of course, 
we would rather not have either. 

Senator Scuorpren. I understand that, but I say “assuming.” 

Mr. Gurney. The Senate bill requires the proof of fitness, willing- 
ness, and ability. 

Senator Scnorrren. Yes. It is in lines 8, 9, and part of 10. 

Mr. Gurney. That is right. 
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Senator Scuorpre.. On page 2 of the bill. 

Mr. Gurney. That is right. 

Senator Monroney. National Airlines flies a helicopter from the 
urport at Miami to Miami Beach. 

Mr. Gurney. Without cost to the Government. 

Senator Monroney. That is not even in the airline subsidy. 

Mr. Gurney. No ‘There is no cost conne ted with their helicopters 
nelnded in their operating cost. 

penatol MoNRON} y. Can a feeder airline under this bill decide that 
t wants to put helicopters Ona service area and come under the heli 
copter service f it comes through. or do they come w der the feeder 

I ; 


¥ 


Serv 1c 
Mr. Gurney. If this bill gave permanent certificates, or even keep 


he certinicates thev have, they would still have to come to the 
Board in mv opinion and justify the economic advisability of flying a 


optel (nd whether they have a temporary or permanent certifi 
te, thre ' take care of nour mati contere) ‘e with them. 
Senator Monroney. That is all I have. 
Senator ScuorpreL. Are there any other questions / 


Mir. Gurney. They would have a ght to operate it, but we could 
mtrol the subsidy if they were trying to carry passengers or mail on 
the helicoptet , 

Senator Scnorrren. Thank you, Chairman Gurney. We appre- 

ite your coming up here and civing us the benefit of your judgment 

the matter. 

The next witness will] be Mr. Robert B. Murray, or.. Under Secre 
tary of Commerce for Transportation. 

Mr. Murray. we have a letter from the Secretary of Commerce, 
signed by Sinclair Weeks. dated July 20, 1954, and addressed to the 
Honorable John W. Bricker, chairman of this committee. If there 
is no objection, I desire to make this letter a part of the record in this 
ease. 


(The le tte! referred to is as follows -) 


‘THE SECRETARY OF COMMERCE, 
Washington, July 20, 1954. 
Hon. JoHN W. BRICKER, 
Chairman, Senate Interstate and Forcign Commerce Committee, 
United States Senate, Washington D. ¢ 

DEAR SENATOR BRICKER: The Department of Commerce appreciates this oppor- 
tunity to express its views on S. 8759. This bill would amend the Civil Aero- 
nautics Act for the purpose of converting to a permanent basis the temporary 
certificates which now authorize local air service. Under this bill, existing local 
service carriers could apply to the Board for certificates of unlimited duration, 
and the Board would be required to grant such certificates if the carrier is fit, 
willing, and able, and the service rendered by the carrier has been neither 
inadequate nor inefficient. 

‘The basic issue raised by this bill does not relate to the desirability of local 
air service as such. The issue instead is whether the pattern that now exists 
for local air service should be frozen by a blanket legislative conversion of 
temporary certificates into permanent certificates, 

This department believes that it would be unsound to provide by statute a 
general change in the duration of route certificates granted by the Civil Aero- 
nautics Board. We recognize the desirability of giving all carriers the degree 
of stability provided by permanent certificates wherever justified, and at the 
earliest reasonable date. However, we believe that this should be accomplished 
within the CAB’s existing statutory authority to determine the appropriate 
duration of any given certificate on the basis of evidence specifically related to 
its particular service. 
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In the case of the local service routes, the Board has expressly limited the dura- 
tion of the present certificates to a temporary basis because of the experimental 
nature of the service, and the need for further opportunity to evaluate the 
soundness of route patterns and the economic justification of the various 
operations In its original decisions authorizing such services, and repeatedly 
since then, the Board has emphasized that it would renew these certificates only 
where there is sufficient progress toward self-sufficiency. From the outset, 
the carriers and the public have been on notice that this policy would be followed. 
In its general investigation of local air service in 1944, which served as the 
basis for the Board’s subsequent route decisions in this field, the Board stated : 
“* * * the issuance of temporary certificates * will serve as a safeguard 
against a static or progressively increasing dependence on the Government; and 
will permit of the subsequent giving of permanent status only to such services 
as have shown during the life of a temporary certificate that they are capable 
of operation without undue cost to the Government and of a progressive reduction 
of such costs.” 

Statements reaffirming this basic policy have been made repeatedly by the 
Board since thet 

During the period of local service operations, approximately $100 million to 
subsidy has thus far been spent for their support At present the subsidy level 
for these services is in the neighborhood of $24 million annually, and may in- 
crease as a result of pending petitions. The degree of subsidy dependence 
varies widely among the carriers, ranging from one-fourth to three-fourths of the 
gross revenue received by individual operators. 

In most of the renewal applications thus far considered, the Board has 
decided to grant an extension of the temporary experimental authorization, 
usually with a substantial modification of the route structure. In a few cases, it 
has decided that the economic record was too unfavorable, and the subsidy 
dependence too great, to justify renewal. In no case, however, has the 
Board concluded that a sufficiently clear economic justification has been estab- 
lished to warrant the issuance of a permanent certificate 

As you know, the Air Coordinating Committee has recently completed a 
review of Federal aviation policies, in accordance with the request made by the 
President last fall. The President, in releasing this report to the public, indi 
cated that “it reflects this administration’s central objective in this field—to 
strengthen American aviation.” 

In discussing Federal policy regarding airline subsidy, the ACC emphasized 
that such subsidy domestically should be limited to a temporary developmental 
form of aid, and should not become a permanent means of support for this 
one form of transportation. The ACC policies call for an immediate program 
of industry and Government action to strenghen the air transport system through 
route modifications, mergers, and other adjustments. With specific reference 
to domestic carriers, these policies also call for an immediate program for 
the orderly reduction and eventual elimination of subsidy support Such a pro 
gram should provide a reasonable period within which carriers may demonstrate 
their prospects for eventual self-sufficiency. However, if a carrier remains un 
able to demonstrate such prospects, even with the strengthening adjustments 
called for in the report, these policies contemplate the orderly termination of 
such carrier’s operating authority. 

To achieve the objective of a stronger, healthier, and financially self-reliant 
air transport industry, it is important that the CAB retain its present statutory 
responsibility to review each temporary certificate on its own individual merits. 
Such a review is needed, not only to consider whether a given certificate justi- 
fies renewal, but also to permit any adjustments in its terms or route designations 
that may prove necessary in the light of actual experience. 

For these reasons, the Department of Commerce is opposed to a legislative 
conversion of local service certificates to a permanent basis, and recommends 
against enactment of S.3759. We have been advised by the Bureau of the Budget 
that there is no objection to the submission of this report. 

Sincerely yours, 
SINCLAIR WEEKS, 
Secretary of Commerce, 


Senator ScrorrreLt. Do you have a prepared statement, Mr. Mur- 
‘ay ? 
ray ! 
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STATEMENT OF HON. ROBERT B. MURRAY, JR., UNDER SECRETARY 
OF COMMERCE FOR TRANSPORTATION 


Mr. Murray. No, Mr. Chairman, I do not. 

Senator Scnorrret. Do you have any associates with you you desire 
to bring up at this time? 

Mr. cn RRAY. No, sir. 


Mr. Chairman and gentlemen of the committee, the Departme nt of 
Commerce a Pp er ites this opporti unity to express its views on S. 3759. 
FH. R. SSS, whicl i was passed by the ree e of Re *prese nts itives on July 
19, 1954, while it differs slightly in its language, adheres to the same 
principle as S. 3759. 

This bill would amend the ¢ Aeronautics Act for the purpose of 
converting to a permanent basis ‘temporary certificates which now 
authorize local air service. U1 Hes aide bill. e xisting local service car- 


riers could apply to the Board for certificates of unlimited duration, 
and the Board would be required to grant such certificates if the car- 
rier is fit, willing, and able, and the service rendered by the carrier 
has been neither inadequate nor inefficient. 

The basic issue raised by this bill dloes not relate to the desirability 
of local air service as such. I think there has been some interpretation 
that it does But the basi ssue does not in any way relate to the 
desirability of local air service. The issue instead is whether the 
pattern that now exists for local air service should be frozen by a 
blanket legislative conversion of temporary certificates into perma- 
nent certificates. In other words, whether the Board should lose the 
flexibility which it now has for the granting of permanent certificates 
after proper hearings. 

The Department of Commerce believes it would be unsound to pro- 
vide by statute a general change in the duration of route certificates 
eranted by the Civil Aeronautics Board. We recognize the desira- 
bility of giving carriers the degree of stability provided by permanent 
certificates wherever justified and at the earliest reasonable date. 
However, we believe that this should be accomplished within the 

Civil Aeronautics Board’s existing statutory authority to determine 
the appropriate duration of any given certificate on the basis of evi- 
dence specifically related to its particular service. 

We believe also this is desirable from the point of view of the local 
service lines as a group and the communities that are served by the 
local ser ic ‘e group. 

In the case of the local service routes, the Board has expressly lim- 
ite d the he ition of present certificates to a temporary basis because 
of the experimental nature of the service, and the need for further op- 
portunity to evaluate the soundness of route patterns and the eco- 
nomic justification of the various operations. 

In its original decisions authorizing such services, and repeatedly 
since then, the Board has emphasized that it would renew these cer- 
tificates only where there is sufficient progress toward self-sufficiency. 
F rom the outset, the carriers and the public have been on notice that 

his polic: Vv would be followed. In its general investigation of local 
air service in 1944, which served as the basis for the Board’s subse- 
quent route decisions in this field, the Board stated : 

* * * The issuance of temporary certificates * * * will serve as a safeguard 
against a static or progressively increasing dependence on the Government; 





; 
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and will permit of the subsequent giving of permanent status only to such serv- 
ices as have shown during the life of a temporary certificate that they are cap- 
able of operation without undue cost to the Government and of a progressive 
reduction of such costs. 

Statements reaffirming this basic policy have been made repeatedly 
by the Board since then. 

During the period of local service operations approximately $100 
million in subsidy has thus far been spent for their support. At 
present the subsidy level for these services is in the ne ighborhood 
of $24 million annually, and may increase as a result of pending 
petitions. 

The degree of subsidy dependence varies widely among the carriers, 
ranging anywhere from one-quarter of the gross revenue received 
ly the carriers to over three-quarters of the gross revenue received 
by the carriers. It varies, for example, from 2 cents per passenger 
mile to 23 cents a passenger-mile. That latter figure represents or 
means that the Government is paying four times the amount that the 
passenger 

Senator Magnuson. Let us not make these comparisons. How many 
lines get 23 cents a mile? 

Mr. Murray. (¢ nly one. It goes from one tothe other. ‘The average 
is 5.9 cents per mile. 

Senator MaGnuson. Let us get the average. 

Mr. Murray. The average is 5.9 cents. 

Senator Magnuson. Do not make a statement of 23 cents. It leads 
to a report that we are paying big subsidies, when actually there is 
only one carrier getting such pay. 

Mr. Murray. I said it ranges from 2 to 23 cents. 

Senator Magnuson. The average is 5.9. 

Mr. Murray. That is right; which is $12 per passenger, and about 
equal to what a passenger pays. 

Senator Magnuson. I think it will go up to 6. 

Mr. Murray. Yes. 

Senator Magnuson. We looked at the ap propr lation the other di ay. 

Mr. Murray. Then you do have a situation where you have a wide 
disparity. 

Senator Magnuson. But if you froze them you would have the 1 
that would get 23 cents. 

Mr. Murray. That is right; and it is one reason why we feel they 
should not be frozen. 

Senator Magnuson. But the majority are much lower. 

Mr. Murray. They vary to a very considerable extent. 

In most of the renewal applications which thus far have been con- 
sidered, the Board has in sab all cases granted an extension of 
the temporary certificate. As the Chairman of the Civil woe wuties 
Board told you, those certificates now go up to a period of 7 years. 
In a few cases—I think in three cases—it was decided that the eco- 
nomic record of the carrier was so unfavorable, and the subsidy 
dependence Was So great, that the Board did not renew the temporary 
certificate. 

Furthermore, as you know, the Air Coordinating Committee has 
recently completed a review of Federal aviation policies in accordance 
with the request made by the President last fall. The President, in 
releasing this report to the public, indicated that it “reflects this ad- 
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ministration’s central objective in this field—to strengthen American 


[In discussing the Federal policy regarding airline subsidy, the Air 
Coordinating Committee emphasized suc h subsidy domestic ally should 
be limited to a te mporary deve lopme ntal form of aid, and shoul. 1 not 
t means of support for one form of transportation. 

The Air Coordinating Committee’s policies call for an immediate 
program of industry and Government action to strengthen the air 


become a pel hahe 


transport system through route modifications, mergers, and adjust- 


ment Phe emphasis that was placed in the Air Coordinating Com- 
ttee on the need for the Board to exercise every effort to strengthen 
the local service a rlines runs repeated], through this report. That is 
second reason why we clo hot think that now ~ the time to freeze 


e route patterns ut the very time that the Board las heen urged to 
take every step that 1s can to strenethen the pattern of the local service 


We be] eve that S for the benefit of the low | service airlines as a 
group, and we believe that that can be done. 

Senator Scuoerrer. Let us assume that they were frozen. Is there 
ot suflicient flexibility vested in the Board to review that / 

Mr. Murray. As the Chairman of the Board just testified, Mr. 
Chairman, a certificate Couhnnot be revoked. 

Senator ScuorrrpreL. | understand. 

Mr. Murray Pr rtificate may be suspended. That is the interpre- 
tation of the C) Aeronautics Board. It is a legal point and there 
ssome differenc e ef opinion about that. 

But the feeling and opinion of the Civil Aeronautics Board is that 

ley may be suspended and may not be revoked. The Civil Aero- 
nautics Board has full Doyo 

Senator Magnuson. What is the difference between suspension and 
revocation / oe you are suspended you are through, are you not? 


Mir. Murr As the attorney for the Civil Aeronautics Board said, 
Faia Sil 

Senator Magnuson. He is Chief of the International and Rules 
Divis on. 


Senator Scuorrre.. It remains that he is counsel. 

Mr. Murray. He is counsel for the Board. 

Senator ScHorpreL. That is right. They may look at any Senator 
ind say, “You are on such and such a committee and you are only a 
little, small seoment of the Senate.” It is true, and I want to be fair 
tO him. 

Senator Magnuson. Asa matter of fact, it is true. because we wrote 
this law and this law is very spec ific. Here it is and it says vou can 
suspend any time the public interest requires. The law also says there 
should be senablitns. The law also says it contemplates that there 
should be service even though it may cost something. Just like we 
wrote the original post office law, with rural free delivery 

Mr. Mcrray. Surely. I do not know about that but the Board has 
nterpreted that a certificate may not be revoked. 

Senator Macnuson. I do not know about the Board, but it is an 
arm of Congress and not the executive. Congress wrote the law and 
until we re peal the law if the executive department does not like pro- 
visions they should come up here and ask for its repeal. 
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Mr. Murray, From the standpoint of this particular bill—— 

Senator Magnuson. That is right. Weare very small because some- 
times we have laws by Executive direction going on and it happens 
not only under this administration, but every other administration, 
which the Civil Aeronautics Board knows. 

Mr. Murray. This interpretation has nothing to do with the execu- 
tive branch. The Civil Aeronautics Board is not an arm of the execu- 
tive branch. 

Senator MaGnuson. No; it is an arm of Congress. 

Mr. Murray. So whatever they do is between Congress and the 
Civil Aeronautics Board. 

Senator Magnuson. That is right. But I cannot always understand 
why an interpretation should vary when the policy is written out 
in this law, and nobody has asked to repeal any sections of the 1938 
act. 

Mr. Murray. As far as ] am concerned, personally ] would welcome 
a clarification of the revocation provision. 

Senator Magnuson. You said it is a good argument. 

Mr. Murray. Surely. 

Senator SCHOEPPEL. You say vou would welome an interpretation 
or a clarification of the revocation provision, or some certall phase 
ot 1t/ 

Mir. Murray. Surely. 

Senator SCHOEPPEL. ‘To what extent, briefly ¢ 

Mr. MURRAY My fee] ne and the feeling of the Department is that 
the granting of a permanent certificate should not impose upon the 
Grovernment a constant support if the situations develop which over a 
period ot years shows that the oranting of that certificate was a mis 


take in the first place. I do not think anything ought to be frozen to 


the extent that it is not possible at some point to recons der a situa 
tion where it turns out that 1t was an unwise decisiol 

Phe fact is, however, that the Board at this particular time may 
orant certificates of : va 110 to the local service carriers. They 
nay grant permanent certiheates a Oo?) is they think thi eranting of 
those permanent cert ticate proper. We feel t lat at this particular 
time when the Board has been urged bv the report of the Air Coordi 
hating Cx briitt to use every po sible etfort to strenethen this seg 
ment of the industry as a whole, that that the least fortunate t 
the most unfort ite time to have a route pattern so frozen. 

We believe that the Board ea loa great deal in strenethening the 
pattern, which if they do it will not only react to the benefit of the 
local service carriers as a group, but will also reaet to the benefit of 
the « es which they serve. 

We feel that a freez ng of a weak system at the moment is unde 
irable. Lhe Board in renewing these certificates, the temporary cel 


tifieates of the local service—and remember, t] ey were oranted for 3 
years originally and have been It newed fon periods up to 7 years 
has made very nh ajor readjustments in the route pattern. Some of 
those they have done on their own, and many of them they have done 
at the ureing of the local carrier itself. 

It has been possible under those circumstances for the Board to have 


the Hexibility which it requires to consider this system and to take all 
steps that they can to strenethen It. 
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The Department feels that the goal of giving eve ry community that 
requires air tr ansporti ition service, such service as is necessary to meet 
its needs, can be achieved only if the trunk and local service carriers 
are mi ade up of air lines whic h oper ate economic ally sound routes and 
which achieve or are capable of achieving economic self-suffici lency. 
Such an industry, we believe, would be our best assurance not only 
that the present air tre insport: ition needs of the United States are met, 
but that all future oe also fulfilled. 

To achieve the objective of a stronger, healthier, and financially 
elf-reliant air transport industry, it is important that the Civil Aero- 
nautics Board retain its present sti itutory responsibility to review each 
temporary certificate on its own individual merits. Such a review 
l needed not only to consider whether a given certificate justifies 
renewal, but also to permit any adjustments in its terms or route desig- 
nations that may prove necessary in the light of actual experience. 

Where a carrier can demonstrate that its route system is economi 
cally sound, and that the carrier can operate with financial self- 
sufficiency, then the Board can, under its present authority—and I am 
sure it would authorize a certificate of unlimited duration. 

If the Board finds they have certificated certain individual carriers 
the cost of which would not be in line with the public requirements, 
they then have the freedom to take such action with that carrier as 
they deem desirable. 

For these reasons, and because of the interest of communities, and 
because of the interest of the local service group as a group, and 
because of the Federal interest in this picture, the Department of 
Commerce is opposed to a legislative conversion of local service cer- 
tificates to a permanent basis, and we recommend against the enact- 
ment of S. 3759. 

As the Chairman has told you, this statement has been cleared with 
he Bureau of the Budget, who have said that they have no objection 
to the submission of this testimony to this committee. 

Senator ScHorrren. Senator Payne. 

Senator Payne. I would like to ask one question, Mr. Murray. Air 
carriage is a great thing in this country. Would it not be possible to 
work out something whereby if a carrier has been given a temporary 
certificate and has had that certificate, let us assume the certificate 
is for 3 years temporarily—then on the expiration of that certificate 
a hearing was held and a renewal was given to th: aut carrier, and that 

‘arrier then continued to serve for a minimum of 7 years, showing a 
an. lete willingness and fitness and ability to carry out its service, 
would it not then be possible to work out something to reward that 
carrier in the way of a permanent certificate ¢ 

Mr. Murray. aaeenee Payne, the Board can do that right now. 

Senator Payne. Yes, but do they do that? 

Mr. Murray. They have not done it yet, but this is fairly early. 
It was started as an experiment. One carrier has been operating 8 
years and many of them have been operating 4 years. Those certi- 
ficates that have come up for renewal as a result of that 3-year basis, 
2 of them have been renewed for 7 years and 1 has been renewed for 
6 years: 4 of them have been renewed for 5 years. 

‘At any time if the Board is able to take steps so as to strengthen some 
of these individual carriers within a short period of time, the carrier 
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may come in at any point and apply for a permanent certificate which 
the Board can now give. 

Our only opposition to this bill is that we think this ought to be 
done on a selective basis, based on the experience of the carriers them- 
selves; and because of the wide diversity in the nature of their opera- 
tions now we do not think an over: all freeze is ao to their best 
interests as a group or the community's best interests as a group. 

Senator PayNe. I am just using a figure here, al, would you not 
think a carrier that has had a certificate given to it, even though tem- 
porarily, and has served for the initial period of that certificate, and 
has come in and had a renewal of that certificate granted, and has 
served a minimum of 7 years of service in which they have been de- 
termined to be fit, willing, and able to carry out their service, that then 
they should be rewarded at least with a permanent certificate without 
having to worry about it any further / 

Mr. Murray. As I say, the Board may do that at any time. 

Senator Payne. Would you see anything wrong with that sort of 
a provision in the law ¢ 

Mr. Murray. I certainly think that any carrier that demonstrates 
it can operate within such requirements as the Board sets up for a per- 
manent certificate ought to have a permanent certificate just as soon 
as possible. 

Senator Payne. Then if certain minimum standards were estab- 
lished that would be in line with your thinking on it ¢ 

Mr. Murray. The Board has certain minimum standards now, as 
you know. The Board has—as a matter of fact, I think some of the 
trunklines started out with temporary certificates, did they not? 
Were they all grandfathers? I thought some were temporary. 
Nevertheless, they have been 
mileage since that time. 

Senator Monroney. At that time were not all of the trunklines in 
need of subsidy and showing terrific losses far beyond what the 
feeder lines are now showing ¢ 

Mr. Murray. No, sir. I do not think so. 

Senator Monroney. That was 1938. Do you have the figures? 

Mr. Murray. I have some figures on 1938. 

Senator Payne. The only reason why I asked thi at question is look- 
ing forward at least to some point where these carriers can see some 
little sunshine coming over the horizon, that here is a definite position 
of certainty that if we meet these things we are going to get it. 

Senator Monroney. Get off the leash eventually. 

Senator Payne. That is right. 

Senator Magnuson. That was the point I made. That maybe 
there should be some flexibility here; that if there are some who are 
not all good, give them a chance to become good. But those who 
have really demonstrated their ability should be picked out of the 
basket. But the problem and the only reason for the bill is that the 
Board has never done that. ve have put everybody in the same 

category, whether you are good or bad. There was no permanent 
ontine ate ever issued by the Boned: 

Mr. Morray. A lot of these have been going only 4 years. 

Senator Maanuson. How long does a fellow have to go? 

Mr. Murray. It was started on the basis— 


\ 
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granted a 60 percent inerease in route 
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Senator Magnuson. How many years would you suggest they have 
to go to be doing the right kind of a Job. and doing it well? How 
long would you suggest they have to go? 

Mr. Murray. Iam simply saying { years is not—— 

Senator Macnuson. The big trunklines are permanent. 

Mr. Murray. Surely. And some of them are still on subsidies, as 
you know. 

Senator Magnuson. Surely. 

Mr. Murray. So the fact that you are on subsidy— 

Senator Magnuson. The act says we shall pay subsidy and we 
agreed to it. 

Mr. Murray. But the fact that it is on subsidy is no reason why 
the Board should grant a permanent certificate. 

Senator Magnuson. But as Senator Payne pointed out, when a 
fellow is doing the right kind of a job I do not know for how long a 
period he should keep going. 

Senator Payne. I do not either. 

Senator Magnuson. Before he gets like the big fellow. 

Mr. Murray. Again I say _ Board has the power to do it. 

Senator Magnuson. Surely, but they have not done it. 

Mr. Murray. And some of the trunklines and local service lines 


have done a much better job than others, which is due to a variety 
of factors. ; 

Senator Magneuson. I can tell you something I know from expe 
rience, if one of these lines with a 3-year certificate did a good job 
ind got an extension and apphed today for a permanent certificate, 
nder the present Workings ot the Board they would be » years before 


win even heard it 
Mr. Murray. Is that not mother situation 


—~ \ r MaGNnuson ssur'e lv. but that is hs reason for this legis 
latic I do not know whether that is right or wrong. but vou know 
nat woe on T ley have Hearings before examiners, and oral areu 
ents, ad then they have v: itions, and they postpone it to -.lanu 
ITV, A t goes on for months and months and months. 
Mr. Murray. My feeling then would be that it would be desirable 
r Congress tf iddress itself to that problem. 
Senator MaGgnrvson. I do not say it is wrong. We are trying to get 
1 vacat here, but the point I make and that Senator Payne makes 
vher fellow demonstrates reasonably that he is able to operate 
efficiently somebody ougnt to do something about it so, as vou Sav, 
oO ae ian Hah: ‘ 5 
Mr. Murray. To ret back iwaln to the fact we were talking about. 
they all started out with 3 veal certificates, and some have v-year 
( icates vi 


Senator MaGnuson. Is not 3 years long enough to prove your 
efficiency ? 

Mr. Murray. Three years was long enough for the Board to give 
some feeder carriers 7-year certificates, which is a reasonably long 
period of time 

Senator Magnuson. Under the law under a gry nt certificate 
they can do pretty near anything they want to with it. I think we 
ought to put that section of the act i In the record. 

Mr. Murray. The act has not been interpreted in that way, obvi 
ously 








CERTIFICATES FOR LOCAL SERVICE AIR CARRIERS L109 


Senator Magnuson. It was pretty clear to us when we wrote it. 

Mr. Murray. You know how lawyers are, Senator. 

Senator Magnuson. And I know a little bit about this language. 

Mr. Murray. They disagree among themselves. 

Senator Magnuson. Well, we lawyers are pretty bad at that. 

Senator ScHorrret. Senator Payne and Senator Magnuson are 
pointing out here they do not want these fellows to remain second leu- 
tenants too long. 

Mr. Murray. From the standpoint of the Air Coordinating Com 
mittee, real emphasis was given there to ask the Board to exert itself 
to try to strengthen this group as a whole. I know everyone meant 
that and there was no other feeling. Also they suggested that the 
Board do it on a selective and individual basis, and on those on which 
they made an unsound decision, they make arrangements gradually 
to take them out of the business and compensate them for any losses. 

Senator Magnuson. That part of your report was very good. You 
pointed out it was a necessary thing. 

Mr. Murray. I think this should not be interpreted in any way ex 
cept as bullish on the local service lines if they can be stre ngthened, 
and the effort should be made to do that. 

Senator Magnuson. Yes. 

Mr. Murray. And then to retire those on which the Board made 
a mistake at some point, In an orderly manner, compensating them for 
any losses they have made. 

Senator Scnorpre.. That would seem to me to be a sound ap peoach. 

Mr. Murray. Yes, sir. And we feel if the Board continues to have 
that flexib lity they may move in that direction. On the other hand, 
if this is frozen at this particular point, that objective will not be 
accomplished, 

Senator Magnuson. Maybe this hearing might serve a purpose to 
get them to move occasionally. 


Senator ScuorrreLt. Are you throug! 

Senator Payne. Yes. 

Mr. Murray. Senator Monrone \ asked me one qu iestion. Phe sub 
sidy which was paid all of the trunklines in 1938 was $10 million as 
agaist roughly S22 million to the feeder lines in 1953. 

Senator Monronrey. How many route miles? Do you have that / 

Mr. Murray. | have the whole business. 

Senator Monroney. $10 million as compared to $22 million does 


1, Senator Payne 


not mean a thing unless you connect it up with route miles. 
Mr. Mt RRAY. The revenue passenger miles In 1958 for the feeders 
was 370 million as against 479 million for the trunklines in 1938 


Senator Monroney. And they had 10 million there ‘ 

Mr. Murray. The mail ton lines of the feeder lines in 1952 were 
942 000, and for the trunklines 7.500.000. 

Senator Monroney. So they were enjoying a pretty heavy mail pay. 

Mr. Murray. They were further ahead. I think it could be shown 
that the trunklines—I would be happy to go into that—that the trunk 
lines in 1938 were further along than the feeders are in 1953 on the 
basis of operations. 

Senator Monroney. They should have been, because they had all of 
the choice territory. But what I am saying is. if we wait before we 
vive anybody a permanent certificate in the feeder airline business 


50292 H4 & 
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we will not be following the same pattern we followed on the trunk- 
lines, which proved so highly successful, because I think most all of 
those were on a subsidy basis at the time they received their grand- 
father certifications. 

Senator ScHorrpret. Senator Smathers. 

Senator Smatuers. Is there any competition at all between per- 
manently certificated lines and the feeder lines today as to who will 
serve certain areas and certain towns / 

Mr. Murray. There is a paralleling of routes. For example, in 
my State of Pennsylvania, Allegheny Airlines parallels the route of 
TWA in the southern part of the State and stops at some of the same 
points TWA stops at. I think the same thing 1s true in the northern 
part of the State, where they parallel and make some of the same stops 

American Airlines. 

Senator Smaruers. This is just for my own information. When the 
feeder lines make an application for a permanent certificate as a feeder 
line, are they ordinarily opposed, or will they be opposed by the big 
line, and in your instance, let us say by TWA, on the grounds that 
they are running parallel lines, or something of that nature? 

Mr. Murray. I do not think you can make a blanket statement on 
that basis, but there have been many instances where there has been 
cooperation between the two. ‘There have been many instances where 
your trunklines, for examp ‘le, have pulled out and the local service 
line has come in. As the chairman told you, 1 think he used Duluth as 
as example where that type of thing was done. 

Senator Magnuson. There are some instances where they work out 
schedules together. 

Mr. Murray. Yes. At any point where the local service line asked 
to deviate from the local service activity and get over into something 
that might be comparable to a trunkline, there would certainly be 
opposition. But so long as they stay within the pattern of the local 
service activity I think as a general rule there has not been any 
major difficulty that I know of. 

Senator Smaruers. You do not believe the big airlines would be 
in favor of this bill, do you? 

Mr. Murray. I do not even think the local service lines should be 
in favor of this bill. 

Senator SmatHers. But I did not ask that question. 

Mr. Murray. I do not think the trunklines would care one way or 
another. As a matter of fact, this freezing the local service lines 
permanently in this somewhat anemic condition might be to the better 
interests of the trunklines than for the Board to do something to try 
to make them stronger. 

Senator Smaruers. Do you think there is any fear on the part of 
the trunklines that if these feeder lines are frozen it might keep some 
of the trunklines from expanding their routes and extending their 
service In any way ¢ 

Mr. Murray. I would not think so. 

Senator Payne. The trunklines, as a general rule, have been of 
benefit to the regular airlines, have they not? 

Senator Smaruers. The feeder lines. 

Senator Payne. I mean, the feeder lines. They have been of pretty 
general benefit. 
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Mr. Murray. Surely, and we think they can be of greater benetit. 
Senator Payne. Because they have educated people to fly and they 
bring them into local points, where they can get on the regular lines, 

Mr. Murray. The Air Coordinating Committee felt the Roard 
should examine the route structures as they now exist and with a view 
to trying to make the air industry self-sufficient as soon as possible, 
and make such adjustments and modifications. l‘orty cities being 
served by the local service lines generate less than one passenger a day. 
There is some question as to whether that type of thing is necessary. 
It is costly to the local service carrier. We feel by a thorough review 
of this situation, keeping each group in its proper foc us—trunks and 
local service—a great deal can be done to move the industry toward 
self-sufficiency, and it will be better for the industry and the com- 
munities, and they will be able to buy better equipment and give better 
service and schedules, and certainly it will be more to the interests of 
the United States. 

Senator Macnuson. But the trunkline pattern has pretty well fallen 
into place. 

Mr. Murray. Yes. The trunklines are serving some points on which 
they lose money and on which I venture to say they do not concen- 
trate too much effort. If they were turned over to the local-service 
line for their full development it might be helpful to this particular 
picture. 

Senator Magnuson. But generally speaking, if you are running an 
airline naturally you are trying to get into the places where you get 
the most passenger revenue, and where the potential income will be 
the oreatest. 

Mr. Murray. Surely. 

Senator Magnuson. That is the way the trunkline pattern sort of 
fell into place. And after all of these years there would not be many 
changes 1n it. 

Mr. Murray. I would hope not. 

Senator Magnuson. Except some recommendations like the chair- 
man mentioned here on that Duluth thing, where the feeder line 
apparently is doing a better job than the main trunkline would have 
done. 

Mr. Murray. That is the kind of thing we want to work on at this 
point. And if you will leave in the flexibility that they need to do 
that, then everybody’s interest would be better served. 

Senator Magnuson. Maybe we would be inclined to leave that flexi- 
bilitv there if the Board did something about it. 

Senator Monronry. ‘Somebody ought to be made an Eagle Scout 
once in a while. 

Senator Magnuson. Yes. Somebody ought to get a reward. 

Mr. Murray. I think, again in fairness to the Board, when they 
renew a certificate that was for a 3-year period and make it 7 years, 
that is in the nature of a reward. 

Senator Magnuson. They say, “You have done a pretty good job. 
Now you run along and do it for 7 years more and maybe then we 
will appreciate it. 

Mr. Murray. The Board never has shown any hesitancy in granting 
permanent certificates after a certain time. 








112 CERTIFICATES FOR LOCAL SERVICE AIR CARRIERS 


Senator Smaruers. We have had them up here on several hearings 
asking them to name one airline that they have granted a permanent 
certificate to within the United States on a trunkline. There are 
none. Their Chairman this morning said there had never been a 
permanent certificate to the feeder lines. 

Mr. Murray. But there can be to a feeder line. 

Senator Smatuers. He testified this morning there was not. 

Senator Monronry. There has not been a feeder line, or trunkline, 
wr freight line. 

Mr. Murray. I was thinking of the international field. 

Senator SMariuers. But no feeder line or other line has been made 
permanent on a trunkline basis since 1938. 

Senator Monroney. Congress did that with the grandfather clause. 

Senator Smatuers. So I think there is some reason why somebody 
might question the Board on that. 

Mr. Murray. Again I say the Board has that power, and if they 
are not using it, it is something else. But I do not believe a freeze 
of the whole pattern is desirable from any point of view in order to 
correct that situation. 

Senator Smaruers. That is, you do not think it is if the Board will 
vet busv and do something. 

Mr. Murray. Yes, sit 

“enatol MONRONI ae You would hot approve ot a completely static 


ation ndustry, where nobody ever gets a permanent certificate for 
i domestl airline service. 
Mir. Murray. Novsir. And that is why Iam against the bill, becaus 
| { kx : * 1] vive vou a static a tiot nal istry. and certainly as 
i! ( r te | ! re CO C) ed 
» or ScuorpreLt. Are there any further questions / 
(No response. 
Sent Scoorpren. Thank you very much, Mr. Murray. 
Mir. Murray. Thank vou. Mr. Chairman 
Senator Scnorpret. We appreciate your coming here for the De 
partment and giving us this information. 
Our next itness will be from the Post Office Department, Mr. Fre 
l c i Batr us, Associate Solicitor of Trai sportation. If you will 
come forward, please / 


Now. Mr. Batrus. we are glad to have vou up here and vou may 


proceed as vou desire. 


STATEMENT OF FREDERICK E. BATRUS, ASSOCIATE SOLICITOR 
(TRANSPORTATION), POST OFFICE DEPARTMENT, ACCOMPANIED 
BY EARL B. WADSWORTH, DIRECTOR OF THE AIR SERVICE, 
POST OFFICE DEPARTMENT 


Mr. Barrus. Mr. Chairman, we appreciate this opportunity of ex 
pressing our views. Thi letter which was just oe smitted this morn 
ing by the Postmaster General contains a very brief expression of hi: 
views 1h Oppos ition to the enactment of this type of legislation. 

I have been requested to read this letter and put it in the commit 
tee’s record. 

Senator Scnorrrer. You may do so. 
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Mr. Barrvus. Especially in view of the very detailed statements by 
the Chairman of the Board and the Under Secretary of Commerce. 

I am reading from the body of the letter, dated July 27, 1954, as 
follows: 

This bill provides that any air carrier furnishing local or feeder service, from 
the date of the enactment of the measure until the date of its application under 
a temporary certificate of public convenience and necessity issued by the Civil 
Aeronautics Board, shall be granted a certificate of unlimited duration upon 
application to the Board within 120 days after the enactment of this legislation 

Local, service air carriers were granted temporary certificates of limited dura 
tion because of the experimental nature of the service. For this reason the 
Department believes that decisions as to permanent certification of local air 
services should be made by the Civil Aeronautics Board within its existing statu- 
tory authority, on the basis of evidence specifically relating to the particular 
service 

In many instances the so-called service rates of compensation which the 
Department is required to pay these carriers are high. Moreover, their schedules 
are arranged primarily to serve passenger traffic rather than the mail service 
with the result that between many points they are of little postal value 

This Department is opposed to the enactment of this or any other legislation 
which would require the issuance of permanent certificates of public convenience 
and necessity to local service air carriers, unless such air carrier is able to prove 
that the issuance of such certificate is in the public interest in accordance with 
the concepts of the present provisions of the Civil Aeronautics Act of 1938, as 
amended 

Due to the urgency, this report has not been cleared through the Bureau of 
the budget 

Sioned, Arthur E. Summerfield, Postmaster General. 

In connection with that last comment, I might point out that the 
statements of the Board and the Under Secretary of Commerce have 
been cleared by the Bureau and they are statements in opposition. 
I am sure the Bureau is not opposed to our statement. 

Senator ScHorrren. Do you have anything further / 

Mr. Barrus. No, sir. 

Senator SCHOEPPEL. Senator Payne. 

Senator Payne. No questions. 

Senator SCHOEPPEL. Senator Magnuson. 

Senator Magnuson. The Post Office Department does not pay these 
subsidies, do they ? 

Mr. Barrus. No, sir. The rates lam mentioning now are the service 
rates for compensat ion which have been established. 

Senator Magnuson. For the feeder lines. 

Mr. Barrus. Yes,and which we are assessed. 

Senator Magnuson. So you are indirectly concerned with the cost 
factor here ? 

Mr. Barrus. We are indirectly. At the present time, insofar as it 
does affect the bill that we are charged for the transportation of mail. 
We are also concerned, of course, with the fact that the service may 
he improved if the Board retains the flexibility in this bill. 

Senator Magnuson. Supposing this bill were passed? What in- 
crease in cost would there be to the Post Office Department ? 

Mr. Barrus. We could not tell as to what that might be, Senator. 
But since the present rates are based upon what the Board has found 
to be the cost to the air carrier, if the route pattern that exists today 
is frozen on a permanent basis, and if it is not as good as it may be if 
the Board can make proper adjustments, then of course our costs may 
be higher. 








114 CERTIFICATES FOR LOCAL SERVICE AIR CARRIERS 


Senator MaGneuson. They may be somewhat higher. 

Mr. Barrus. And in addition to that, there is the service problem. 
We feel perhaps with a proper review by the Board our service may 
he better. 

Senator Magnuson. How much higher do you think they may be? 

Mr. Barrvus. I have no idea. 

Senator Magnuson. Why do vou assume they will be higher as far 
as the Post Office Department is concerned ? You are going to have 
to service these places anyway. 

Mr. Barrus. Ow experience in the past has indicated when the 
carrier's approved route pattern is perhaps extremely uneconomic, or 
because of a thin traffic setup, that our costs are accordingly higher. 
If there is an improvement in that route pattern we feel, of course, 
the cost to the mail service will be lower and with consequent Improve- 


nent to the service tothe public. 

Senator Magnuson. How many of these feeder lines have that kind 

fa pattern ¢ 

Mr. Barrus. I do not know. We have rates at the present time that 
vo as high as $2.58 a ton-mile. 

Senator Magnuson. That is one airline, isn’t it 7 

Mr. Barres. Tam not sure of that. 

Senator Magnuson. Two of the whole group. 

Mir. Barrvus. They range from 75 to $1.49 to $2.58. 

Senator MAGNnt SON. The whole cost is $23 million, it is testified to 
here, for all of them put together. so you take a couple of them and 
the cost might run around a half a million dollars difference tops, 


vould it not ¢ 


Mr. Barrvs. It could. TI donot know. 
Senator Magnuson. The Post Office Department now is running at 
def t / 


Mr. Barrus. .\ very substantial deficit. 

Senator Macnrson. And vou have to serve these places anyway, so 
vou have to offset what this extra subsidy may be for let us say one 
uneconomical leg, by the fact that you would have to service it in 
some other way! 

Mr. Barrus. Yes, sir. We found—— 

Senator Magnuson. In other words, it would not amount to much 
one way or another, would it, when you got down to it‘ 

Mr. Barrvs. Financially I do not know what the amount would be, 
menator. I am sorry on that. We find in the present situation there 
are instances where there is no development in the mail service in the 
sense that the letter carrier delivers—— 

Senator Magnuson. In other words, wouldn't you say this is true: 
The cost factor in this particular case may be six one way and a half 
a dozen another way, but what you are really concerned with is the 
efficiency of the mail service. If you had an uneconomical route the 
schedules would be bad and the service would not be as good as if you 
put it together and got the right kind of service. 

Mr. Barrus. That is right, and we are, of course, concerned with 
vetting the best service and at the lowest cost. 

Senator Magnuson. Yes. At the least cost, but you agree with me 
that actually the cost factor, if you froze them, if there were something 
very bad under the law, they could revoke it or suspend it? 
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Mr. Barrus. Of course, that is a matter for the Board, and they 
might have a degree of flexibility in that respect, but not as much as 
they would if they were temporarily certificated. 

Senator Magnuson. But you would not object at all if the Board 
should find some of these feeder lines that were doing what looked 
like the best kind of an economical job, and if they were able to con- 
tinue to do that kind of a job as far as the postal service is concerned 4 

Mr. Barrus. No, sir. We would not. But what we do as in cases 
in the past where the Board heard these cases for renewal of certificates 
or grants, we have presented the Board with evidence of what we feel 
would be best in the postal service’s interests, and what route setup 
would best serve our interests. The Board acts on the basis of that 
evidence sometimes. and sometimes it does not follow our recommenda- 
tions. 

Senator Magnuson. Then of course I must be very fair about it. 
It is very hard for you to evaluate figures on this because sometimes 
you cut out things. You have to perform the service anyway and in 
the long run it may sometimes cost more and sometimes cost less. It 
is pretty hard to evaluate the cost of those things. 

Mr. Batrus. That is correct. As [ understand it, what the Depart 
ment is trying to do in every instance is get the mail to the addressee 
as quickly as possible, There are several means of transportation, 
and in some instances the surface transportation In areas 1s equal, 

Senator Magnuson. If you cut out a certain so-called uneconomical 
lege of a certain feeder line to a certain given town and I sent an air- 
mail letter to that town, it may cost you more with that leg “out” than 
it would to pay them for it, even though the entire cost of he leg is 
uneconomical. 

Mr. Barrvus. That may be true, but 1 do not think our experience 
in surface transportation proves that. The air transportation is rela- 
tively high under the present setup. ; 

Seantor Magnuson. Off the record. 

( Discussion off the record.) 

Senator ScnorrreL. Anything further / 

Senator Magnuson. No. 

Senator ScHoepret. Senator Monroney. 

Senator Monroney,. Lots of rail service to smaller towns now being 
served by these local carriers has been discontinued, has it not? 

Mr. Barrvs. I think it has. Senator. I am not sure of it. 

Senator MoNnrRoNEY. Recently you permitted the feeder lines to 
join in with the trunklines on the transportation of first-class mail by 
air. 

Mr. Barrvus. That is correct. In certain instances they have been 
participating in that experience. 

Senator Monronry. How general is that ? 

Mr. Barrus. If I may, I think Mr. Wadsworth can explain that. 
He is Director of the Air Service. 

Mr. Wapswortu. We have three of the local-service carriers now 
carrying first-class mail over a portion of the routes. 

Senator Monroney. Only three? 

Mr. Wapswortn. Yes, sir. 

Senator Monroney. It seems that with the dropping off of surface 
transportation, and particularly rail service, that the carriage of mail 
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DY feeder airlines should be or could | be e xpanded to give the Govern- 
ment more service for the cost, since we are paying a subsidy anyway 
for these lines. You could put the mail on and, although the Post Of- 
fice Department may pay a larger amount of money +, when you count 
the reduction in subsidy for that replacement of ‘the rail haul, the 
net expenditure by the Government would be reduced: would it not 4 

Mr. Wapsworrn. Senator, there are several factors running into 
this. Most of the local-se1 vice ( arriers’ schedules operate on daylight. 
Not all of them, but many of them. The heavy movement of mail is in 
the nighttime, so it would not necessarily follow that we would be 
able to utilize the schedules of the local-service carriers to any great 
extent where rail service is taken off. 

Senator Monroney. You mean your surface transportation heads 

patnight? Out of your bigger offices ? 

Mr. WapswortnH. That ismeght. The bulk of the mail is moved dur 
ne the dark hours. 

Senator MOoNRONEY. On second-class mail, how much do vou pay é 

Mr. Wapswortn. Thirty cents a ton-mile. 

Senator Monronry. And the main-line trunk carriers run 50 cents? 

Mr. Wapswortn. Between New York and Chicago the first class is 
IS cents. 

Senator Monroney. I am talking about airmail. 

Mr. Wapsworrn. Forty-five cents. The 30-cent figure was first- 
class mail on the local service. 

Senator Monroney. Yes. But any expansion of that would liave 
a te dency to reduce losses and, the re fore, reduc e the subsidies we are 
pay hy. 

Mr. Wapswortrn. There is no question but the more mail pay we 

ive, the less the subsidy paid by the Civil Aeronautics Board. 

Mr. Barrus. I would like to point out in that regard, Senator, we 
re operating the service in line with the separation of service for 
mail pay. and are operating the postal service on that basis in at- 
tempting to move mail, no matter what means we attempt to do it by, 
entirely divorced from any of the subsidy problems. 

Senator Monroney. The only thing worrying me is sometimes it 
takes 2 days by surface transportation to get a letter in from one 
ection of the State to the State capital. The President greatly cur- 
tailed surface transportation. We are correcting it to some degree 

th these highway post office buses, which is a very good thing, I 
think. But I still think there is a field there that could be utilized 
which not only helps speed the mail, even though it might leave 3 or 
| hours later than it would head up, but it would finally arrive at its 
destination faster if it were put on these feeder lines. 

I recognize it is an experimental program at the moment, but if it 
s found to be satisfactory it might offer hope for these airlines to have 
he reased loads. 

If the dispatching were done with some consideration of the ulti- 
mate suecess of these feeder lines, as well as the convenience and the 
necessity of the Post Office, that might occur. 

Senator Scuorrrer. Is there anything further, gentlemen ? 

(No response. ) 

Senator ScuorrreL. Do you have anything further, sir? 


Mr. Barrus. No, sir. 
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Senator ScnorrreL. Thank you very much. We appreciate you 
appearance, centlemen. 

Senator Magnuson. The only thing I wanted to put in the record 
is the section of the act which provides for revocation or suspension, 
whichever section it may be. I believe it is section 401 (h) on per 
manent certificates. 

Senator ScuorpreL. That will be done and it will become a matter 
of the permanent record. 

(The information referred to is as follows :) 


LurHorIty To Mopiry, SUSPEND, oR Ri 
Sec. 401. (h) The Board, upon petition or complaint or upon its own initiative 
after notice and hearing, may alter, amend, modify, or suspend any such certifi 
cate, in whole or in part, if the public convenience and necessity so require, 
or may revoke any such certificate. in whole or in part, for intentional failure 
to comply with any provision of this title or any order, rule, or regulation issued 


hereunder or any term, condition, or limitation of such certificate: Provided, 
Chat no such certificate shall be revoked unless the holder thereof fails to com 
ply, within a reasonable time to be fixed by the Board, with an order of the Board 


commanding obedience to the provision, or to the order (other than an order is 
sued in accordance with this proviso), rule, regulation, term, condition, 01 
mitation found by the Board to have been violated Any interested perso 
iv file with the Board a protest or memorandum in support of or in opposition 
to the alteration, amendment, modification, suspension, or revocation of a ce 
tificate 


Senator Scuorprent. The next gentleman here is Mr. Donald W. 
Nvrop, Washington counsel of the Conference of Local Airlines. 

Senator Magnuson. A former Chairman of the Board of the Civil 
Aeronauties Board. 

Senator ScnorrpeL. That isright. You have a prepared statement, 
[ note. 


STATEMENT OF DONALD W. NYROP, WASHINGTON COUNSEL, 
CONFERENCE OF LOCAL AIRLINES 


Mr. Nyropr. Yes, sir. 

Senator ScHorrreL. Do you wish to read that statement or have it 
incorporated in the record and elaborate thereupon ¢ 

Mr. Nrror. What I should like to do is read portions of it and fill in 
a few areas to cover some of the material covered by previous witnesses. 
J know your time is limited. 

Senator ScHoEprPeL. Our time will be limited to this extent, that if 
we face a quorum call we will suspend and set it for hearing at a later 
time. 

You may proceed now, sir. 

Mr. Nyror. My name is Donald W. Nyrop. I am the Washington 
counsel for the Conference of Local Airlines, for whom I appear here 
today. The Conference of Local Airlines is an association made up of 
the 14 local service airlines—, Allegheny Airlines, Bonanza Air Lines, 
Central Airlines, Frontier Airlines, Lake Central Airlines, Mohawk 
Airlines, North Central Airlines, Ozark Air Lines, Piedmont Airlines, 
Pioneer Air Lines, Southern Airways, Southwest Airways, Trans- 
Texas Airways, and West Coast Airlines. 

The presidents or representatives or representatives of these airlines 
are here to answer any specific questions you may have. 
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[ would like to express my appreciation and that of the 14 local air- 
lines for this op portunity to discuss 8S. 3759 and H. R. 8898 with this 
committee of Congress and to present our views concerning the need 
for crandfather rights to the local a‘rlines. 

The purpose of S. 3759 and H. R. 8898 is to grant grandfather cer- 
tificate rights to the local service airlines so the Vy can continue to pro- 
vide air service to the small and intermediate communities in the 


country. 

S. 3759 differs from H. R. 8898 in that it requires the Civil Aeronau- 
tics Board to find that the carrier is fit, wilh ng and able to perform 
the transportat on The Board has previously found that each of the 
local airlines was fit, willing and ab le in their original certification 


proceedin o and in renewal cases, and we have no doubts that in a hear- 
me today, based on the existing standards, the Board could not find 
otherwise 

However, since the House ot Representatives unanimously has al- 
re ady passed H. R. S898, and since the time remaining in this session 
of ( ongress is short, it will expedite the passage of legislation if this 
committee reports favor: ably on H. R. 8898. 

In my previous testimony before this commi ttee IT discussed in detail 
the history and bac keround of the = airlines—how they came into 
existence after World War II and are the new and small businesses 
of the scheduled air transport aay, Today I would like to ex- 
plain the importance of these airlines to the country and the im- 
portance of this legislation to the local airlines. 


The 14 local airlines provide schedulued air transportation service— 
passengers, cargo and mail—to 440 communities in the United States. 
Of these, 260 are served exclusively by the local service airlines. On 
this n ap of the United States are m arked the cities served by the local 
airlines. The communities shown in red are those served exclusively 
by the local airlines today. 

There is attached to my statement a list, by States, of the cities 
served The cities with the asterisk are those served exclusively by 


the local airlines 

The attached tabulation of cities served is significant; for example, 
the State of Colorado today receives scheduled air service to 4 of its 
cities by the large trunk airlines: however, Frontier Airlines, a local 
airline, serves 9 cities in the State of Colorado, of which 6 cities are 
completely dependent on this local airline for such air service. 

Inthe State of Washington 21 cities have scheduled air services: the 
big trunk airlines serve 7 eities, while the local airline, West Coast, 
serves 20 cities in a State of Washington, of which 15 cities are 
compl te ly dependent on the local airlines. 

Baltimore is hace city in Maryland that has trunk airline service; 
the local service operator in that State, Allegheny, also serves Balti- 
more plus 6 other Maryland cities. 

The State of Michigan receives scheduled air service by trunk car- 
mes at only t cities. The local airline serves these | cities and 
addition 7 other Michigan cities. 

Pennsylvania receives air service by truck carriers at 10 cities. 
The local service carriers serves these 10 cities and in addition 10 
other communities in Pennsylvania. 

In Wisconsin, the trunk carrier serves only 2 cities. The local serv- 
ice carrier serves these 2 cities and, in addition, serves 15 other com- 
munities in Wisconsin. 
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GROW THLE AND PROGRESS OF THE LOCAL AIRLINES 


The local airlines are proud of their crowth and record of service. 
Last vear they carried nearly 2 million revenue passengers compared 
with 425,000 passengers in 1948. Commercial revenue, exclusive of 
mail, grew commensurately, and in the 6-year period increased more 
than 5times. During the same period, volume of airmail transported 
almost tripled, and air express and airfreight expanded approximately 
» times 

Che tables below, consisting of the significant traffic and revenue sta 
tistics of the local service airlines, demonstrate this phenomenal 
crowth. 

During the discussion by Chairman Chan Gurney this morning he 


ndicated there was a recession with regard to the rate of crowth ot the 
local airlines. I should like to read at this time the second full para- 


grap! from page t of the House report, reporting out H. R. 8898. 
The } aragraph reads as follows: 


Kecent traffic figures demonstate that the local airlines’ growth is continuing 
ata very high rate. For example, Mohawk Airlines showed a 36 percent gain 
in passengers, and a 42 percent gain in passenger miles for the first 6 months of 
1954 over the comparable period of 1953; Southwest reported a 64.4 percent load 
factor for June 194, which was 10.4 percent above that for June 1953 

During the first half of 1954 Trans-Texas’ increase in passengers was 49.9 per- 
ray ibove the first half of 1953. \llecheny Airlines reported a 37 percent gain 
in passenger miles for the first half of 1954 over a like period in 1953 

Piedmont Airlines carried 30,173 passengers in June 1954, which is the largest 

ine ever achieved by a local service carrier 

Senator MAGNUSON. Your fioure eo to 1953 here. 

Mir. Nyror. Yes, sir. 

Senntor MaGnuson. Is the same percentage of growth or even 
vreater growth shown in the early figures of 1954 ¢ 

Mir. Nyror. Yes, sir. 

Senator Magnuson. That is what you want to point out? 

Mir. Nyrrop. Yes, sir. 

Senator Magnuson. That revenue passengers went from 4,452 1n 
1945 up to 1,998,128 in 1953. 

Mr. Nyror. That is right. 

Senator Magnuson. And they show the same percentage of growth? 

Mr. Nrror. That is right. 

(Tables on loeal service pirlines traffic, 1945-53, and local service 
airlines revenue growth, 1946-53, are as follows:) 

> 
Local service airline traffic, 1945-53 
5 Revenus Air mail Express Freight Total revenue 
° Car passengers ton-miles ton-miles ton-miles |ton-miles(000 





1945 74, 510 11, 482 202 
1946 60, O88 24. 354 25 BSR 
1947 167, 564 117, 523 62, 039 4, 682 
1948 361, 984 189, 550 264, 794 9, 040 
1949 432, 628 320, 143 435, 993 14, 328 
1950 987, 931 559, O85 614, 139 714, 346 21, 480 
1951 1, 462, 083 765, 456 864, 946 884, 417 30, 709 
1952 1, 703, 730 893, 057 866, 526 1, 081, 319 35, 130 
1953 1, 998, 128 976, 003 927, 571 1, 149, 905 39, 625 
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revenue growth, 1946 53 
Ex i 
' he vt € 
| CABS, OE exclu Mail 
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s( { 934 O57. 09 
4, Hit 44 $492 ¢ OY, 219 11, 282, 49 
t M 2 RAS, 4.054, 99S 
SAY ( 64 1s 16, 384, 321 
( 6s 0, 25¢ 8. 575, 431 
as ¥ 20 1, 151, O74 
8 titi 4 ‘ 24, 182, 057 


COMPARISON WITHL THE TRUNK AIRLINES 


Nin N yr lo properly ey iluate this record if shoul hye compnred 
‘ i I 








( ecord of the domestic trunklines in 1938. when thev were 
le fate of cle elop) ent. In ordet to do this ] have 
, 1] ‘ : 
4 e Tollowinge chat from official Civil Aeronautics Board 
ire listed the in portant trafhe and revenue figures 
:' i est trunk air carriers for the veai LOSS, The second col] 
thre ime figures for the Big Four (American. Easter 
‘ 1 r ' : , 
rw A, | United). The third column shows the same figures for 
esti trunk carriers, excluding the Big Four. 
Phe table appearing at this point in the prepared statement of 
I I 
\I Nvrop isa follows:) 
IOT ( 
k arric local & 
srrie arrie other thar " 195 
& 138 Big Fou — P 
As 
M $1] 408 $10. 630, 640 $5, 120, 768 $24, 182, 0 
$26), 499, 322 $22, 218, OR6 $4, 281, 236 $24, 318, 531 
$42. 250. 730 $32. 848, 72K $9, 402, 004 $48, 500, SSS 
$967,177 $802, Y5S $164, 219 $1, 149, 118 
Rev lt es fl 68, 543, 355 48, 975, 368 19, 567, 987 44, 841, 634 
Re e passeng 1, 168, 489 884, 917 283, 592 1, 998, 128 
Reve le passeng ‘ 475, 599, 717 393, 180, 611 82. 419. 106 386, 881, 000 
inds airma 22, 890, GOS 16, 623, 33% 6, 267, 635 10, 596, 400 
Mail ton-milk 446, 590 6, 145 301, 115 976, 003 
Route-mile 4,517 21, 285 13, 232 22, 205 
Mailr é l er? 1e-] el 13. 50 10. 20 &. 10 12. 
1 \ l ( tinent A 
| TA “ i al Air ‘ 
i Sout \ Northeast Airline 
( Air Northwest Airlines 
t A ‘ Iwania-Central Ai ( 
) Air ( ranscontinental & Weste A 
Ea Air I ty Air I Transpo 
ind Air I W Air Lines, I 
See the lowir ] 
Ar Airline Inc snscont tal & W { A 
Ea Air I ted Air J Pransport Cor 
21 ths ending 3d quarter 194 


Mr. Nyror. The most amaZing hgure in the chart is that of rev- 
enue passengers. The local airlines in 1953 carried 60 percent more 
passengers than did all of the trink airlines in the United States 
in 1988. The local airlines in 1953 carried seven times as many pas- 

A we 
sengers as the domestic trunk carriers in 1938 after the Big Four 
passengers are excluded. 
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The local airlines in 1953 flew almost as many revenue miles as the 
Big Four in 1938, and more than double the revenues miles of the 
rest of the domestic trunk carriers. 

The rate of growth of the local airlines is also higher than that of 
the domestic trunks during their deve lopme ntal pe riod. For exam 
ple, local service passenger revenues increased 215 percent in the years 

1949-53. During the compar: able 1936-40 period, domestic trunk 
carriers’ passenger revenues increased only 151 percent. During the 
1949-53 per iod local service passenger revenues increased at a rate 
double that of the domestic trunk carriers. 

Now look at the first line which is mail revenue. For simplicity, 
assume that it is all subsidy, which, of course, it is not. You will 
note that neat ly 359 percent of the total revenue of all domestic car 
riers in 19358 was mail revenue. The Big Four operating the long, 
heavily traveled and most profitable routes received 32.4 percent of 
their revenue from subsidy. And, if you exclude the Big Four, the 
rest of the trunk airline industry was dependent on the United States 
for almost 50 percent of its revenue. ‘The percentage is almost exact 
ly the same as for the local airlines in 1953. 

In 1958, at the time the trunk airlines were given grandfather cer- 
tificates, one of the trunklines was receiving 79 cents in subsidy out of 
every revenue dollar; another received 78 cents; another 77 cents. 
National Airlines, today one of the strongest trunklines from the 

tandpoint of earnings, was receiving 71 cents in subsidy out of every 
dollar in revenue. 

The record of the trunk airlines in 1938 is important for another 
reason. The grandfather legislation of 1938 was in large measure 
responsible for the tremendous growth of the trunks. In the following 
” years their total assets doubled, from $36,570.08 to $72,559 460. 
Aircraft increased from 236 to 351, and, reflecting the improved 
equipment, seats increased from 3,605 to 6,303. Today all but three 
of the domestic trunk carriers are financially independent and the 
Nation enjoys a domestic trunk transportation network unsurpassed 
anywhere in the world. 

Had the domestic trunk carriers been forced to operate on temporary 
certificates, they never could have developed to their present state. 
We would not have the great airlines of American, TWA, United, 
and Eastern Air Lines as we know them today, if they had been forced 
to operate under temporary certificates of 3 to 5 years’ duration. They 
could not have purchased million and a half dollar aircraft: they 
ould not have entered into 20-year leases for hangars and terminal 
facilities; they could never have obtained the equity capital required 
for their expansion programs. Hampered by short-term certificates, 
the domestic trunk carriers could never have been able to provide the 
fast, extensive, economical trunk service of today. 

We firmly believe that enactment of this legislation will have a 
similarly beneficial effect on the local airlines. It will enable them 
to grow to strong, financially independent carriers, and improve and 
expand their service to the smaller communities in the country. 


PEMPORARY CERTIFICATES HAMPER LOCAL AIRLINES 


The reason why temporary certificates are hampering the continued 
rrowth of the local airlines is that they do not give a carrier sufficient 
Mabibts to plan effectively for the future. In the past, the Civil 








122 CERTIFICATES FOR LOCAL SERVICE AIR CARRIERS 


Aeronautics Board has followed : policy ot granting renewals of 
temporary certificates for periods of fbaes 5 to 5 years. tar practice, 
however, by the time the certificate is renewed, ne arly years of 


the renew: al per iod has alre acy elapsed, so that the loc al air es actu- 
ally receive an extension of life for a much shorter period. 

In the past 2 years, the CAB has renewed 4 local service certificates. 
Lake Central’s certificate was renewed, effective February 1953, for 
a period of 4 years. However, 26 months of the 4-year period had 
already passed betore the CAB decision of renewal became effective, 
leaving an actual renewal period of only 22 months. The Board 
decided Central’s renewal case in February 1953, effective April 1958, 
and renewed the certificate for a 4-year period. The actual length of 
the renewal period was only 34 months, however. 

The other 2 carriers whose certificates were renewed by the CAB 
in the past 2 vears—Allegheny and Southern—received 5-year re- 
newals. The actual period of renewal, r, was only 42 months. 
The average actual renewal pe r od eranted oe the Board in the past 
~ Veal's In these 4 cases was only 35 months, less than 3 full years. 

Thirty-five months is too short a period in which effectively to plan 
and carry out the successful operation of an airline. It takes a much 
longer period of assured continuity to build hangars and terminal fa- 
cilities, erect aids to navigation, acquire maintenance equipment, and 





do all the other things necessary in ie management of an airline. 
Lhe lack of permanence makes if impossib le to secure the financing 
necessary for the continued growth of the local airlines. Banks and 


other financial institutions are naturally reluctant to lend money 
to a carrier whose future is limited to such a short period. 

| wn | like to give you one of the most recent experienc es of an 
attempt to secure financing. North Central Airlines, which operates 
in 4 States and has the headquarters in Minneapolis and St. Paul, 
recently embarked on a program to get some new working capital— 
$300,000—a modest amount. They decided to handle it through the 
sale of debentures. It was necessary, of course, that they receive the 
permission of the State securities commissions. They have stockhold- 
ers in the State of California, and it was the desire of the company 
to give the existing stockholders the first call on the debentures. They 
sent the prospectus to the State of California, who took one look at 
their short, temporary term certificate and decided this company’s 
term of life was so short that this company could not even send 
prospectus to their own stockholders in the State of California to 
ask those stockholders if they wanted to participate in the purchase of 
debentures in the company in which they owned stock. 

I could give you other examples, but time will not permit. 

Today the chief problem of, the local airlines is reducing the costs 
of their operations. And here the policy of the CAB in only granting 
short-term certificates seriously rae rs the local airlines in finding 
a solution. The principal reason for their inability to reduce costs is 
the DC-3 aircraft. This plane, originally designed approximately 20 
years ago, is today operationally unsuits able for short-haul tr ansport a- 
tion. In addition, because the manufacturer ceased production many 
years ago, maintenance is increasingly expensive. It is clear, there- 
fore, that a suitable replacement for the DC-3 is necessary for the 
local airlines to continue making substantial progress in reducing their 
costs. However, aircraft manufacturers are not interested in develop- 
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ing a plane for airlines whose existence is in jeopardy every few 
years. 

The President of the Air Transport Association of America, in com- 
menting on this legislation, aptly stated : 

Fnancial instability has resulted in difficulties in financing and in inability 
to plan cansistent long-term personnel programs, and has made difficult the 
acquisition of the most modern aircraft and associated equipment. 


In my remaining time, I would like to discuss briefly the objections 
which have been raised to these bills gre inting er: andt: ather rights to 
the local airlines. 

First, it is said that grandfather rights would remove our incentive 
to Increase revenues and reduce costs 

If this argument were valid, then the CAB should properly be 
asking for legislative authority from Congress to take away the 
permanent certificates of those domestic trunk and international 
carriers that are still on subsidy, after many years more of operation 
than the local airlines have had. In fact, if this argument is correct, 
then the CAB should not have issued permanent certificates extending 
and expanding the routes of these carriers with grandfather rights, 
while they were still operating on subsidy. 

Here, gentlemen, I would like to show you at this time the route 
structures of the domestic trunklines in 1938, when the Congress of 
the United States by legislative action gave them grandfather certifi- 
cates. Here is the overlay which shows the route structure in 1953. 
During the majority of this period when the Board was extending the 
route patterns they granted permanent certificates and until 1951 all 
of them were on subsidy while they got their route extension. 

Regardless of the duration of its oper ating authority, a local service 
airline, like any other business, is always striving to increase its 
revenue and to reduce its costs. Its incentive, like that of any other 
business, is to make a profit. 

The history of the past 15 years during which the domestic trunks 
grew from small, heavily subsidized airlines into tod: y's large, strong 
trunk airlines, nearly all free of subsidy, proves that er: andfather 
rights did not destroy their incentive. Similar ly, grandfather rights 
would not destory the incentive of the local airlines to improve their 
position. 

For example, in 1938 American Airlines’ commercial revenues were 
approximately $7 million. They received a grandfather certificate 
in 1938 and in 1952 their commercial revenues were $203 million. I 
am sure it did not destroy their incentive as a result of having the 
grandfather certificate and being on subsidy for a limited period of 
time. 

Secondly, it is said that grandfather rights would freeze our route 
structures and prevent any improvements from being made. 

The power of the CAB to change the route structures of a carrier, 
whether operating on a temporary or ag nent certificate, is clearly 
provided for in section 401 (h) of the Civil Aeronautics Act. The 
section provides that the Board “may alter, amend, modify, or sus- 
pend any such certificate.” 

Senator Magnuson. We have that section in the record. Of 
course, any argument that they cannot alter after a permanent cer- 
tificate is granted, I do not think is quite valid. As former Chair- 
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man of the Board, you recognize that the Board can do just about 
what they want. 

Mr. Nyrop. That is right. 

Senator Magnuson. With a permanent certificate. 

Mr. Nyrop. That is right. Under appropriate conditions. 

Senator Magnuson. [f something is wrong you can pretty well 
act on it. 

Mr. Nyror. In the past the Board has invoked this power under 
section 401 (h) to remove cities from the routes of carriers with per- 


manent certificates. And the United States circuit courts of appeals 
have upheld the Board In) the exercise of this power. 
Thirdly, it is said that pane certificates would saddle the 


Government with an annual subsidy bill of $20 million. This argu- 
ment is completely false. First of all, the purpose of these bills is 
to enable the local airlines to become free of subsidy. It is the lack 
of permanent certificates which is in large measure blocking the ef- 
forts of the local airlines to become free of subsidy. Permanent cer 
tificates would only give the local air carriers the right to engage 
in air transportation—the right to continue flying the routes they 
have pioneered. The Board’s authority to pay subsidy is contained 
in section 406 of the Civil Aeronautics Act of 1938, as amended. It 
provides that the subsidy is to enable the air carrier— 

to maintain and continue the development of air transportation to the extent 
and of the character and quality required for the commerce of the United States, 
the postal service, and the national defense 

Phere is nothing in the law which says a carrier must be subsidized 
on all the routes In its certificate. 

Senator Monroney. If the Congress fails to appropriate the money 
for the subsidies then their permanent certificate does not do them any 
good, excepting what is has already done for them in helping them 
with their financing and personnel problems and plane acquisition. 

Mr. Nyrop. That is absolutely right. In addition, I would like 
to add that if the argument of the Board is correct, namely, that once 
you receive a permanent certificate then you are entitled to subsidy in 
the future indefinitely, then the $40 million that was appropriated by 
this Congress in late June of this vear to apply for a 7-month period— 
t then means if their argument is right those carriers that have perm 
anent certificates have a prior call on the $40 million and we who have 
temporary certificates have a lesser claim to anything that may be left. 

Here I would like to refute briefly some of the statements that 
were made with respect to the weakness of the local carriers. Take 
the weakest local airline we have. From the standpoint of generating 
commercial revenues it is nine times as strong as the weakest carrier 
that was given a grandfather certificate in 1938. In 1938 16 domestic 
airlines received the grandfather certificates. Again the weakest 

‘arrier we have in our group today produced more commercial revenue 
in 1953 than eight of the trunklines that got permanent certificates in 
1938. 

Finally, it is said that the objective of these bills could be accom- 
plished by a resolution expressing congressional endorsement of the 
local service concept in its present outline. 
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CAL AIRLINES NEED PERMANENT CERTIFICATE 


I don’t believe there is any question that the local air-service “ex- 
periment” has succeeded far be yond the e xpecti itions of 1944 and 1945. 
The entire aviation industry knows this. The 43 million people and 
the 440 cities served by the local service airlines know this. But 
unfortunately there are some who would like to change the local serv- 
ice experiment. With the excuse of economy, and it is a very false 
and shortsighted economy they preach, they would like to take away 


the certificates of the local service airlines and 21ve them to the trunk- 
lines. This is not an imaginary danger. It is a real one. For ex- 


ample, recently the Civil Aeronautics Board reopened the hearing 
on the application of Southwest Airways for a renewal of its certifi- 
cate in order to consider the ae ability of transferring Southwest’s 
routes to a trunk airline. The Air (¢ ‘oordin: iting Committee report, 
which has been discussed here this morning, is accepted as a guide in 
advocating this transfer of local service routes. 

There are several imports int reasons W hy this policy, if carried out, 
will not work. The first is that only the local service airlines can pro- 
vide local air service. Only local companies with their roots in a 
particular region can satisfy the air-transportation needs of a region. 
The trunk airlines just can’t do it. 

Senator Magnuson. Not only can’t they do it, but they do not want 
to do it. 

Senator Monroney. They are trying to get out of the business, 

Senator Magnuson. That is right. And that is why they are oppos- 
ing the bill. 

Senator Monroney. They are dropping some cities, and some pretty 
good-sized cities, to let the feeders pick them up, and continually over- 
flying more and more cities of greater and greater size. 

Senator Magnuson. All the time. 

Mr. Nyrov. If given the routes, the trunks will provide the mini- 
mum service possible and after a period of time, when the traffic has 
drop pe d because the service has dropped, will be petitioning the Board 
- suspend service. The experience at te. ies previously served 
by the trunks which are now served by the local airlines bears this 
out. There are a great many communities where the local service air- 
line doubled and tripled the traffic within a very short period of time. 

Now the justification for transfering local air service to the trunks 
is that it will save the taxpayer’s money. We agree completely with 
that objective, but that will not be the result. If the trunk airlines took 
over the local airlines’ routes, they would undoubtedly generate less 
traffic than we do, and therefore there would be a reduction in the 
commercial revenue at each such station. Even if they had sufficient 
other earnings to meet this deficit, and only a few carriers have today, 
the chances are that the subsidy would still be paid by the Govern- 
ment. In a recent mail-rate case the Civil Aeronautics Board did 
exactly that. One of the nonsubsidy trunk carriers is back on a mail 
subsidy when it was given a subsidy for its local service route. 

The result of this policy then would mean less service and probably 
result in just as much subsidy being paid by the Government, 
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Instead of this shortsighted ay yproach to the problem, we recom- 
mend favorable action on S. 37: 3 or H. R. 8898 as the first step in 
providing first-class local air service to the country and advancing the 
Jocal airlines to financial independence. It will enable the 14 local 
service airlines to devote their time and energy toward buil ling their 
airlines instead of fighting a rear gu ird action in protecting the routes 
th y have develope <d. It will enable them to attract finance ing for the 
equipment needed to make their operations more efficient and more 
economical. 

At this time I would like to discuss the service we provide in con- 
nection with the Post Office Department. Last year, shortly before 
Christmas, the local airlines went to the Civil See Board 
and to the Post Office De oe nt, and suggested to them that we 
would like to transport the Christmas mail—the rush mail. After a 
short period of negotiation the Postmaster General and the Civil 
Aeronautics Board agreed on that, and on the 16th day of December 
we started to transport first-class mail. 

We transported the Christmas mail and other first-class mail which, 
as you know, sometimes the surface transportation facilities are not 
adequate to handle on a timely basis. 

During that period of time we carried 458,000 pounds of first-class 
mail. The mail we carried averages 40 letters to the pound. It was 
3-cent mail; that $1.20 a pound revenue was received by the Post 
Office Department; the 458,000 pounds carried meant approximately 
$520,000 revenue to the Post Office Department. 

The mail pay received by the local carriers in connection with 
carrying the 458,000 pounds of mail for which the Post Office Depart- 
ment received $520,000—the total payment made to the local carriers 
was $14,800 for our portion of the service. I would like to show you 
just briefly in connection with that project, the good c ampaign that 
was conducted by the local airlines to show the people of the United 
States what the Post Office Department and the local airlines were 
doing for the postal service. Here are some of the favorable news- 
paper stories that were contained in newspapers all over the United 
states. 

You see some of them here. I do not want to take your time to go 
through all of them. Here is radio and television coverage right 
there—headline stories. 

mel ator MAGNUSON. Stop there. You passed a page which is very 
Interesting. 

Mr. Nrrop. This one, sir? 

Senator MAGNUSON. “Hurley Chavez feud exploded.” 

Senator ScnorrPet. ‘There is something of interest coming up now 

here . note. Something about flexible as against rigid price supports. 
Oo 1t 1s very current. 

Senator MonRONEY. We are supposed to be reading the aviation 
portion. 

Mr. Nyror. The lead story in the Monta Vista Journal is on the 
front page. There is one I like best if I can find it. It isin the Denver 
Post. Here is one of the lead stories in the Denver Post talking about 
the mail service there. Here are some editorial comments in Prince- 
ton, N. C., and other cities. It shows the valuable service we per- 
formed and the Post Office Department made money. We did not get 
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paid 1 additional cent from Federal revenues as a result of carrying 
this mail, because the $14,800 served to reduced the subsidy. 

The same thing is true with regard to the money we receive today 
for carrying airmail. The rates were stated this morning to run all the 

ay from 75 cents to $2.58 per ton-mile. But it is a compensated figure. 
The average sack of mail is 10 pounds, or less actually. The average 
rate the local carriers get paid today on a ton-mile basis is 91 cents. 
The average haul is 150 miles. 

Taking a 10-pound sack of mail 150 miles for the Post Office Depart- 
ment we get paid 69 cents, the price of 314 special delivery stamps. 
That is what we get paid today as a compensatory rate. 

I want to emphasize that the remedy of H. R. 8898, which we are 
advocating has been tried and proven suecesstul. What we are seek- 
ing are the same rights which were granted the trunk airlines in 1938 
and which started them on the road to financial independence and 
which gave this country the best trunk airline service in the world. 

Senator Monroney. Could I interrupt a moment ¢ 

Mr. Nrrop. Yes, sir. 

Senator Monroney. In your statistics on page 5 where you show 
nonmail revenue $24,318,000, that was largely passenger revenue; was 
it not ? 

Mr. Nyrop. Yes, sir. That is right. 

Senator Monroney. I believe it was true we had a 20 percent trans- 
portation tax, or was it 15 percent at that time? 

Mr. Nyrop. 15 percent. 

Senator Monroney. So the Government was about $3 million richer 
as a result of the transportation tax alone on that passenger service 
that would not have existed had it not been for these local service 
carriers. 

Mr. Nyrop. That is right. 

Senator Monroney. Now we have a tax of 10 percent. 

Mr. Nrrorp. That is right. 

Senator Monroney. Which means if you do as well, with $24 mil- 
lion, the Government still gets back $2,400,000 that you collect and 
turn back in. 

Mr. Nyror. In additicn to that we pay approximately a half-a- 
million-dollar tax on gasoline and oil, which we use. 

Senator Monrongy. You pay also some of the costs of the operation 
of airports by the landing fees. 

Mr. Nyror. Yes, sir. Last year we paid over $1 million for airport 
facilities, landing fees and terminal building facility rentals, and elec- 
tricity, and so forth. 

Senator Magnuson. I have to leave but I want to ask one question. 
Is it not the real crux of this matter that in order to bring about an 
economical so-called feeder line, such as the lines you are talking about 
under the 14 you listed at the beginning of your statement, that you 
have to be able to make certain financial plans, and arrange for the 
purchase of equipment, and all those things, and achieve a stability of 
operation and an efficient operation. But, as long as you do not know 
whether you are going to operate, almost from 3 years to 3 years, it is 
pretty hard to do that. Is it not? 

Mr. Nyrop. Yes, sir. 
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Senator Magnuson. If the experience of the big trunklines who did 
get permanent certificates and then went ahead and made their plans 
and became more efficient, ean be applied to these feeder lines—which 
are going to stay, with some small exceptions of portions of their 
routes on certain services—in the long run it would possibly cost us 
less. 

Mr. Nyrop. I think that is right. 

Senator Magnuson. If one of them happens to be a bad one, under 
the act they can be adequately taken care of, can they not? 

Mr. Nyror. Yes, sir. 

Senator Magnuson. And if the good ones are good, they should be 
there anyway. 

Mr. Nrrorp. That is right. 

Senator Magnuson. If they do not do this they will probably con- 
tinue to renew them, but the re isalwavs that threat hanging over them 
that maybe they will not be renewet d. 

Mr. Nyrorp. The House report shows it. 

Senator Magnuson. The pattern is pretty well set. 

Mr. Nyror. The House report shows that the renewals which the 
airlines are required to go through cost $50,000 to 870.000, and maybe 
more, 

Senator Magnuson. The truth of the matter is the Board has never 
failed to renew a certificate where the line has done the job it should do. 

Mr. Nyror. That is right. 

Senator Magnuson. But the trouble is you have to go out and lay 
plans to make this an efficient. line. Kquipment is one of the toughest 
problems. You cannot go out right now and buy the kind of equip- 
ment you need if you do not know whether or not you will get a re- 
newal, and if there is just the possibility you may lose your permit. 

Mr. Nyror. Yes. I would like to elaborate on it. If a local airline 
received a certificate today, and it is a certificate of 314 years’ dura- 
tion—and they have not granted any since July 1, 1952 that are 
longer—and tomorrow the carrier goes to Douglas, or Boeing, or Lock- 
heed, or Convair to try to get those companies to build a new airliner, 
it will be 2 or 5 years before they can get the engineering and prototype 
work complete and come out with the prototype. By that time the 
certificate has expired. That is the exact problem we have today with 
respect to going to manufacturers and securing equity capital to go 
forward and secure new airplanes. 

We cannot do it under the present certification program of the 
Civil Aeronautics Board. It is impossible. 

Senator Magnuson. I agree with the Board, and I think all of us 
do on the committee, that there should be the flexibility to take care of 
these things, but I think under the act they do have that flexibility. 

Mr. Nyror. That is right. 

Senator Magnuson. But in the meantime it gives the people who are 
doing that kind of a job a chance to do a better job, I think. 

Senator Scuorrret. You may proceed. 

Mr. Nyror. I want to emphasize that the remedy of H. R. 8898, 
which we are advocating, has been tried and proven successful. What 
we are seeking are the same rights which were granted the trunk air- 
lines in 1938 and which started them on the road to financial inde- 
pendence, and which gave this country the best trunk airline service 
in the world. 
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Congress provided grandfather rights to the trunk carriers in 1938 
because the V had pioneered the trunk routes. Likewise the local air- 
lines have pioneered the local service routes, and fairness and equity 
dictate that they receive the same treatment received by the big trunk 





carriers. 

In closing I would like to say what I believe the aviation industry 
needs today is more farsighted statesmanship, and in which we re- 
affirm our faith in the progress of aviation. I believe the enactment 
of this type ol leo) lation will go a long ways to help the loeal air- 


lines and to reaffirm our faith in the PTOWLH of commercial aviation in 
the United States. 

Thank you, si 

Senator Monroney. May I ask a questio1 

Senator ScHOEPPEL. Senator Monroney. 

Senator Monroney. Would you not say, Mr. Nyrop, one of the rea- 
sons that makes it difficult to get the feeder lines out of a subsidy posi- 
tion is largely the number of towns they serve, and that many of these 
could improve their own financial condition if they would drop a 
number of low-revenue points from their line? 

Mr. Nyrop. There are low-revenue points on our lines today which 
we serve that are loss stations in that sense. We do not generate the 
amount of commercial revenue out of some station that it costs us to 
operate the station. 

Senator Monroney. If you are planning for a completely profit 
operation on a short range, you could cut your cities served in half. 
But then you would cut half of your mission which is expanding the 
air service to a greater number of towns. 

Mr. Nyrop. That is correct. 

Senator Monroney. I just notice on your sheet there you produced 
on a number of cities and towns that have been exclusive ly served by 
local airlines only—you show 16 cities in Oklahoma that are served 
by both the trunk and others. But actually when you figure the one 
schedule a day which may still be in operation on a trunkline, you have 
actually only about 2 or 3 cities out of those 16 that are actu: ally served 
by trunk service which is worthy of the name. 

Mr. Nyror. Actually only two—Oklahoma City and Tulsa, Okla., 
receive trunk service. 

Senator Monroney. I think you have one stop at Lawton, on the 
Continental Air Lines. 

Mr. Nyrop. That is right. 

Senator ScnorrreL. Are you through, Senator Monroney ? 

Senator Monroney. Yes. 

Senator Scnorrret. Senator Payne. 

Senator Payne. No questions. 

Senator Scnorrren. Do you accord the helicopter service people the 

same rights you are : asking under this bill? 

Mr. Nyrop. The helicopter operators are not in our confere ‘nce, or 
our association. 

Senator ScHorrret. Do you have any objection to them ? 

Mr. Nyrop. I have no objec tion to them receiv ing gr andfather cer- 
tificates except that I believe the appropriate way to handle it is for 
that to be introduced as a clean bill since H. R. 8898, which provides 
for the local carriers, already passed the Congress. 

Senator Scnorpret. We can amend it over here. 
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Mr. Nyrop. Our thought then would be, Senator, it might have to 


©o to conference and eu: ote ng aqaays— 
menator SCHOEPPEL. It is COIN to h ive to @o TO ¢ onference, I will 
cuarantee you that, from the way 11 looks, on suggestions that have 
been made and cl That is one man’s opinion, though 

Mr. op. That is right 

Senator Scnorrren. What do you say about the airfreight people? 

Mr. Nyrop. Today we have four airfreight people operating in the 
United States. One of those carriers has been in some financial dif- 
ficulty. I do not know all the background about it, but I certainly 
be leve that t e cargo operatol who have come through the same ar- 
rav of renevyv als we | ave rone rough are ent tled Lo permanent cer- 
tificates. They cannot make long-term commitments for the type 
of cargo p! U1 es t] ey are going to have to have in the future, ope rating 


under temporary certificate. 

Senator Payne. They have blazed a trail exactly as the other lines 
have. 

Mr. Nrrop. We are ahead of them in the period of time. We are 
going through our second and third renewals and they are actually 
coming up for their first renewals. 

Senator Payne. That is right. 

Senator Scnorrret. Have not the freight carriers been in operation 
pretty much around the same length of time? 

Mr. Nyrop. They have not comp leted their first full renewal pro- 
ceedings as all of the local carriers have. We have one local carrier 
that has been through two renewals. We have had 80 cumulative 
years of operation experience in the local airlines. 

Senator Monronery. The freight carriers were operating under let- 
ters of exemption until they were first certified about a year ago. 

Mr. Nyror. That is right. 

Senator ScHorrre.t. I want to ask you about those matters because 
they are an integral part of this entire program, even though they may 
have to have some enlargements or amendments incorporated into 
the Senate bill, and maybe in conference if it gets out of the committee 
and passes the Senate. It may have to go into a conference with the 
House. Are there any other questions, gentlemen ? 

(No response. ) 

Mr. Nyrop. Thank you, sir, for the opportunity to appear here. 

Senator Scnorprer. And thank you for appearing here today. 

(The appendixes attached to Mr. Nyrop’s statement are as follows:) 


APPENDIx A 


CiT1es SERVED By LOCAL AIRLINES ? 


Alabama : Arizona—Continued Arkansas—Continued 
Birmingham Phoenix Fort Smith 
*Gadsden *Prescott *Helena 
Mobile *Safford Hot Springs 
*Tuscaloosa Tucson * Jonesboro 
Arizona *Winslow Little Rock 
* Ajo *Yuma *Magnolia 
*Clifton Arkansas: *Pine Bluff 
Flagstaff *Camden *Stuttgart 
*Kingman *E! Dorado Texarkana 


——_____—_ 


1 Cities which are certificated for service through a common airport, such as Parkers- 
burg, W. Va., and Marietta, Ohio, served by Allegheny Airlines, are listed separately. 
*Cities served by local airlines only. 
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CITIES 


We Helena 
( or! 
Ay 
B 
‘ 
( t City 
leath \ ey 
El Centr 
Eureka 
brag 
‘ Imperial 
lh n 
I na Beach 
I Angeles 
Mi Svil 
. VIontere 
Oak] d 
Oceanside 


Oxnard 
Red Blufi 
Redding 


sacramento 


San Diego 

San Francisco 
San Jose 

*San Luis Obispo 
Santa Ana 
Santa Barbara 
*Santa Clara 
*Santa Cruz 

* 


Santa Maria 
*Santa Rosa 
*Ukiah 
*Ventura 
*Watsonville 
*Yreka 
*Yuba City 
Colorado: 
*Alamosa 
*Cortez 
Denver 
*Durango 
Grand Junction 
*Gunnison 
5 *Monte Vista 
*Montrose 
Pueblo 
Connecticut : None 
Delaware: 
o *Dover 
*Georgetown 
*Rehoboth Beach 
Wilmington 
District of Columbia: 
Washington 
Florida : Jacksonville 
Georgia: 
Albany 
*Athens 
Atlanta 
Columbus 
*La Grange 
*Moultrie 
Valdosta 





SERVED BY 


CARRIERS 


LOCAL AIRLINES Continued 
Idaho: Mar ind ( ntinued 
B Llagerstown 
B riey Ocean City 
Coeur d’Alen *Salisbury 
Idaho Falls M achusetts 
I s Bost 
Holyoke 
Pittsfield 
1’ tell S nefield 
*Rupe VW ( 
‘I In S We ( 
Tlline 
Alto Detro 
"Ca ) I I 1 
Champaign Gi d Rapids 
Chic rO Haneoe 
Danville Houghton 
*Decatur Iron Mountaiz 
Moline Iron od 
Peo l i i 1ZO0O 
Quincy ] 
Rockford Marquette 
Springfield Menominee 
*Urbana Minnesot: 
*Wood River Ale xandria 
Indiana: *Bemidji 


Bloomington 
Gar\ 
Indianapolis 
*Kokomo 
*Lafavette 
*Longansport 
*Marion 
*Peru 
*Richmond 
South Bend 
*West Lafayette 
Iowa: 
Burlington 
Davenport 
*Fort Madison 
*Keokuk 
Kansas: 
*Chanute 
*Coffeyville 
*Pittsburg 
Topeka 
Wichita 
Kentucky: 
Ashland 
*Corbin 
Lexington 
*London 
Louisville 
Paducah 
Louisiana: 
Baton Rouge 
Monroe 
New Orleans 
Shreveport 
Maine: None 
Maryland: 
Baltimore 
*Cainbridge 
*Cumberland 
*EKaston 


M 


Mississip] 


Montana: 
Nebraska: 
Nevada: 


New Hampshire: 


brainerd 
Chisholm 
*Duluth 
‘Fergus Falls 
*Hibbing 
*International 
Minneapolis 
*St. Cloud 

Sr. Paul 
*Thief River Falls 
*Winona 
*Moorhead 


Falls 





Biloxi 
*Columbus 
Greenville 
Gulfport 
Jackson 
*Laurel 
*Natchez 
*Tupelo 
*Vicksburg 
ssouri: 
‘Cape Girardeau 
*Columbin 
Hannibal 
Joplin 
Kansas City 
St. Louis 
Springfield 
Billings 
None 


Boulder City 
City 
*Hawthorne 
Las Vegas 
*Minden 
Reno 
*Tonopah 


*Carson 


Keene 


1 Cities which are certificated for service through a common airport, such as Parkers- 
burg, W. Va., and Marietta, Ohio, served by Allegheny Airlines, are listed separately. 
*Cities served by local airlines only. 








Ne ] 
\ 
Ne \ 
\ 
| 
| 
I 
( 
I 
End 
Gel 
*It] 


ew 
I } 
*Rome 
Sche 


Svracuse 


*| 


Wat 


North Caro 
*Aberdeen 
Ashevy 
*Beaufort 
Charlotte 
Durham 
*lavetteville 
Greensboro 
Hendersonville 
*Hickory 
High 
*Kinston 
*Morelead City 


New 


*Pinehurst 


Ral 


*Southern 
Wilmington 
Winston-Salem 

North Dakota: 
Fargo 
Grand 


Ohio: 


Cincinnati 
Cleveland 
Columbus 
Dayton 
*Lima 
*Mansfield 


—— 
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VE! LOCAL AIRLINES * 


Woodward 


Oregon 
*Astoria 
*Albany 
* 


Baker 





*Corvallis 
Eugene 
Klamath Falls 
*La Grande 
Medford 
*North Bend 
*Ontario 
Pendleton 
Portland 
*lRoseburg 
Pennsylvania: 
*Altoona 
*Bellefonte 
Bradford 
*Dutler 
*Clearfield 
rie 
*Franklin 
Harrisburg 
* Johnstown 
Lancaster 
*Lock Haven 
*QOil City 
Philadelphia 
*Philipsburg 
Pittsburgh 
Scranton 
*State College 
Waynesboro 
Wilkes-Barre 
Williamsport 


Rhode Island: None 


South Carolina: 
Greenville 
*Greenwood 


eeVilLie 


Spring 


*Coleman 
*College Station 
Corpus Christi 


\dinburg 
11 Paso 

ort Stockton 
ort Worth 
Galveston 
Gladewater 
*Harlingen 
Houston 
*Kerrville 
Kilgore 
Longview 
Lubbock 
*Lufkin 
*Marfa 
*Marshall 
*MeAllen 
Midland 
*Mineral Wells 
*Mission 
Odessa 
Paris 

Pecos 
Plainview 
Port Arthur 
San Angelo 
San Antonio 
San Benito 
*Snyder 
*Sweetwater 
*Temple 
Texarkana 
Tyler 
*Victoria 
Waco 


Utah: 


Salt Lake City 
Vernal 


Vermont: None 


2 Cities which are certificated for service through a common airport, such as Parkers- 


burg, W. Va 


*Cities served by local airlines only. 





and Marietta, Ohio, served by Allegheny Airlines, are listed separately. 
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Crrres SERVED BY LOCAL AIRLINES Continued 


Virginia: W ashington—Continued Wisconsin—Continued 
Bristol Richland Madison 
Danville Seattle *Manitowoe 
Hampton Spokane *Narinette 
Lynchburg Vancouver Milwaukee 
Newport News Walla Walla *Oshkosh 
Norfolk ‘Wenatchee ‘Rhinelander 
Richmond Yakima Stevens Point 
Roanoke West Virgin.a: Superior 
Warwick *Beckley *Wausau 

Washington: * Bluefield *Wisconsin Rapids 
oe Charleston Wyoming: 

C ada Huntington Casper 

C hehal Parkersburg Cheyenne 
: ars ston Wheeling Cody 
EHensbu Wisconsin: *Greybull 
mpmente *Beloit *Laramie 
Hoquiam Clin ot] ie ae 
Kennewick lintonville Land 
*Moses Lake Kau Claire *Powell 
*Olympia *Green Bay Rawlins 
*Pase : * Janesville *Riverton 
Port Angeles *La Crosse Rock Springs 
Pullman *Land O'Lakes *Worland 


Senator Scnvrprer. I undestand that the Flying Tiger Line is rep- 
resented here by Walter R. Johnson, attorney in Washington. Mr. 
Johnson, do you have a statement ? 

Mr. Jonnson. Yes, sir. 

Senator ScnorrreL. You desire to be heard before we close this ree- 
ord and while we are on this proceeding. It is running a little late, but 
the lateness of the hour does not bother Senators any more, and we will 
be glad to hear you at this time. 


STATEMENTS OF WALTER R. JOHNSON, ESQ., AND NORMAN L. 
MEYERS, APPEARING ON BEHALF OF FLYING TIGER LINE 


Mr. Jonnson. Thank you. 

Senator ScuorrreL. You may proceed, Mr. Johnson. 

Mr. Jounson. My name is Walter R. Johnson, and my office is 715 
Cafritz Building, Washington, D. C. Although I have been residing 
here in the Washington area during the past 5 years I am realiy from 
Nebraska. 

Senator ScuoerreL. Former attorney general of Nebraska, if my 
memory serves me correct. 

Mr. Jounson. That is correct, Senator. I am sorry we do not have 
the presence of the late Senator Gr iswold who was a member of this 
committee. It was my privilege to serve 5 terms as the attorney gen- 
eral of the State of Nebraska, 3 of those terms being during the time 
that Senator Griswold was Governor of my State. However, the peo- 
ple of Nebraska are very proud of the present member of this commit- 
tee from Nebraska, Mrs. Bow ring, and I think from your association 
with her you will recognize she has outstanding ability as well as 
charm. 

Senator ScHorrren. We are indeed delighted to have her as a mem- 
ber of this committee. 





1Cities which are certificated for service through a common airport, such as Parkers- 


burg, W. Va., and Marietta, Ohio, served by Allegheny Airlines, are listed separately. 
*Cities served by local airlines only. 
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Mir. JonNnson. I appear here as attorney for the ily ing Tiger Line, 
t 


in all-eargo carrier operating under a temporary certificate issued 
by the Civil Aeronautics Board. I am proposing that the bills under 


cons eration he nmimmencae ad to nelude the domestic eargo Carriers Now 
operating under temporary certificates. 

I have before mea prepared statement which I would like to request 
to be incorporated in its entirety in the record, and to conserve time 
for the committee, if you will permit me I would like to make a concise 
statement and summary of its contents. 

Senator Scnorpret. The statement will be incorporated in the ree- 
ra ! full. and vou may proceed, 

Phi repared statement of Mr. Johnson is as follows:) 
\ 1ENT OF WALTER R. JOHNSON 

The proposed legislation, H. R. S898 and S. 3759, would require the issuance of 

‘ r h 14 sé i iil Ss 
phe ] {f the } posed ne Iment is to il ide the domestic cargo cat 

I O} iti inder tem] ry certificates 

rgo carriers now operating are the Flying Tiger Line Ine., Slick Air- 

nd Ridd \irlines, Inc. The Tigers and Slick certificates were 

e in August of 1949, and Riddle’s in March of 1951, each for a period of 5 

very reason contained in the House report on H. R. 8898 requiring the issu- 

nee of permanent certificates to local service airlines applies with equal force 

to the cert ited operating domestic all-cargo carriers. 


1) Both provide a necessary and important service to the Nation. 

(b) Both groups are an important national-defense asset. 

(c) Both groups have gone through the full certification process of section 
401 of the Civil Aeronautics Act 

(7d) Both groups have shown a phenomenal rate of growth. 

(e) In the case of both groups the failure to grant a permanent certificate 
eriously hampers their growth and is a major stumbling block in their develop- 
ment. It has impeded their ability to secure adequate financing, it has im- 
paired the development of a suitable all-cargo plane, it has hampered the recruit- 
ment and retention of able employees, and it has necessitated a substantial waste 
of time and money in renewal proceedings. 

The all-cargo carriers now operating under temporary Certificates have proven 
their ability to develop airfreight without the benefit of subsidy and with no 
dependency upon the Government. 

The all-cargo carriers have made a substantial contribution to the Department 
of Defense and have participated to a large degree in supplying civil airlift in 
time of emergency as demonstrated by their operations on the recent Pacific 
airlift. 

The certificated all-cargo carriers have demonstrated the commercial need for 
their specialized services in that they have carried nearly 50 percent of the 
airfreight flown domestically during the last 4-year period. 

Testimony has been presented before the Senate Interstate and Foreign Com- 
merce Committee during discussion on the recent proposed revisions of the Civil 
Aeronautics Act substantiating the need of developing presently certificated all- 
cargo carriers. This has been substantiated in separate testimony by both Mr. 
Robert W. Prescott, president of the Flying Tiger Line, and Mr. L. R. Hackney, 
executive vice president of Transport Air Group, Inc. (the Association of the 
Airfreight and Airlift Carriers). 

Granting of permanent certification to all-cargo carriers will permit the CAB 
to devote time previously spent on periodic renewal proceedings to other im- 
portant matters. 

The Air Coordinating Committee, which was directed by President Eisen- 
hower to undertake a comprehensive review of Federal aviation policies, in their 
report to the President dated May 1, 1954, had this to say with reference to air 
cargo: 

“The potential value of a healthy and expanding air-cargo industry to our 
economy and national defense has become increasingly apparent. A quickened 
industrial pace combined with the national need to utilize our resources more 
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efficiently, promises to make the movement of cargo by air as essential as the 
established need for air carriage of persons and mail. 

“Domestic and international air-cargo services are being provided by the 
scheduled airlines (both on combination passenger-cargo aircraft and on all- 
cargo flights), by the scheduled all-cargo carriers and by large irregular car- 
riers. While the advantages of combining passenger and cargo carriage in the 
same aircraft are many, important limitations to this practice also exist. Ex- 
perience indicates that flights primarily timed to the needs of passenger traffic 
are not always well adapted to the movement of cargo. Combination aircraft 
frequently are unable to accommodate proffered shipments because of weight or 
bulk. If the use of air cargo is to grow on a sound basis it appears necessary 
that increased airlift must be provided with aircraft designed specifically for 
cargo and operated on schedules dictated specifically by the needs of cargo 
traffic. Proper growth of the air-cargo industry will provide, in addition to 
economic benefits, a civil air-cargo fleet forming a substantial security asset in 
event of national mobilization. 

“1, The further development of the air-cargo industry, with particular empha- 
sis on all-cargo services, is in the national interest and should be encouraged. 

“The use of commercial air cargo on a substantial scale is largely a post- 
war development. Early growth in traffic volume, starting from a very low level 
postwar, was extremely rapid. This led to early assumptions on continued 
growth rate which have since proved to be optimistic. 

“Air-cargo volume has not increased as rapidly as hoped for. It has not been 
supported or stimulated by direct Federal subsidy. It has had to face such 
economic difficulties as: (a) reliance on obsolescent aircraft, ill suited for 
cargo and, therefore, uneconomic, and ()) low volume with resulting high unit 
costs. The rates which could be offered with such aircraft have not been low 
enough to attract a substantial volume of business, and air cargo has been a 
marginal money maker at best. 

“Such hard facts of economics have forced scheduled and irregular carriers 
alike to subordinate commercial air cargo in varying degrees to more profitable 
ventures. For example, the higher rate of unit return on passenges than cargo 
has favored carriers of cargo as a byproduct on combination aircraft or the 
assignment of aircraft to all-passenger coach services. In more recent years the 
Pacific airlift made necessary by the Korean emergency required transfer of air- 
craft from civil to military cargo operations. 

“The many and difficult economic and technical problems inherent in the 
development of a sound air-cargo industry are not susceptible of early solution. 
An adequate and economic cargo aircraft, the essential tool of the industry, is 
still unavailable for domestic services although use of cargo versions of recent- 
production passenger transports gives promise of improving economics on long 
distance, intercontinertal routes. 

“The greatest promise for an adequate and economical cargo aircraft for 

civil use appears to depend upon the development of cargo aircraft for the 
military services. 
“2. Military and civil agencies should cooperate early in the development cycle 
of all new all-cargo aircraft, in order to produce aircraft responsive as nearly 
as possible both to civil and military requirements. The low ton-mile cost air- 
craft so developed should be made available by the manufacturers to civil 
operators at the earliest possible date consistent with military requirements. 
As to new military aircraft, the cooperation recommended herein should be 
limited to the incorporation of design features, in commercially adaptable air- 
craft, which would make them acceptable for civilian use without impairing 
their military usefulness, It is not intended that such cooperation would extend 
to any aircraft designed solely for military purposes, 

“The Federal Government is in a position to improve the economic position of 
the commercial air-cargo industry without subsidy by increased use of available 
services on a routine business basis. Many of the agencies of Government are 
large shippers of cargo. While some agencies, particularly in the military de- 
partments, have made limited use of the cargo services offered by the airlines, 
it is probable that a thorough study of Government purchasing and distribution 
methods would disclose substantial advantages which can be realized by the 
Government from increased use of commercial air Cargo on a regular basis. 

“3. Federal agencies should, within the framework of sound principles of supply 
management, expand their use of civil cargo airlift as it becomes available for 
routine, nonemergency use. 
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‘ Tle 
would n nlarge upon the rights of the cargo 
» their temporary certificates permanent and I would 
it in not dealing with the said requested changes in said 
amend t, it 1S 1 VY intentk nd it should not be the intention of Congress 
to jeopardize the rights of the said cargo carriers to proceed further with the 
application o secure any changes and to obtain such further authorization as 
the CAB iy find they are entitled to under the Civil Aeronautics Act. 
I wish t ffer for the record at this time an exhibit setting forth routes of 
the Un 1 States certificated cargo-only carriers. 
The certificates issued to the cargo carriers authorize service between spe- 


cific areas and this proposed legislation continues this area service. 
PROPOSED AMENDMENTS 


Amend H. R. 8898 as follows: 
(1) Strike out the word “from” appearing in line 8, page 1, and insert in lieu 
thereof the following: “for a period of sixty days immediately preceding”. 
2) Before the word “under” appearing in line 2, page 2, by inserting the fol- 
‘or an air carrier furnishing, within the Continental limits of the United 


» of property only”’. 
(3) After the word “in” appearing in line 10, page 2, insert the word “such.” 
(4) After the word “States” appearing in line 12, page 2, insert the following: 
r between the United States and its possessi a 
(5) Strike the word “between” in line 18, page 2, and insert in lieu thereof 


“for a period of sixty days immediately preceding” 
3759 as follows: 
e out the word “from” ar in line 10, page 1, and insert in lieu 
following: “for a period of sixty days immediately preceding”. 

» the word “under” appearing in line 4, page 2, by inserting the fol- 

ir carrier furnishing, within the continental limits of the United 

tween the United States and its possess1lons, trunkline service con- 
earriage of property only” 


» 


the word “in” appearin n line 15, page 2, insert the word “such”, 


the word “States” appearing in ] : , page 2, insert the following: 


» United States a ! 

word “between” in lin age 2, and insert in lieu thereof the 

ra period of sixty days immediately preceding”. 
uNSON. The bills under consideration would require the is- 
e of permanent certificates to the local service airlines now op- 
ng under temporary certificates. The cargo carriers which would 
neluded in the bill by the proposed amendment are the Flying 
L he, Slick Airways, and Riddle Airlines. The Tiger and Slick 
icates were effective in August 1949, expiring next month, and 
le’s was effective in March of 1951, each for a period of 5 years’ 

ration. 

As has been brought out in the testimony here there is another air- 
line involved that received a certificate in 1949, at the same time that 
the Flying Tigers and Slick received their certificates, and they are in 
financial difficulties. However, they are not covered by the provisions 
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of the proposed amendment: which we are offering the committee. 
Ilowever, that does not prejudice any rights they may have to proceed 
before the Board to secure any rights they may have with reference to 
the temporary certificate that they now hold. I am not entirely 
familiar with their situation but I understand they are under some 
sort of reorganization program and have been in bankruptey, and I 
understand have been under a number of managements. As I say, 
though, I am not entirely familiar with their situation. But they are 
not incorporated in the provisions of the amendments we are propos- 
ing to this committee. 

Chairman Gurney, Chairman of the Civil Aeronautics Board, ap- 
parently in error indicated that the F lying Tigers and the Slick Air- 
ways were not financially sound. I think if you will check into the 
facts you will find that is entirely incorrect. 

Senator Monroney. I did not understand him to say that. I un- 
derstood him to say or to mean they were having senior ity problems on 
the merger and putting the two together, but there was no reflection on 
their financial soundness. 

Mr. Jounnson. I got that impression. I may be mistaken. But 
we would like to show to the committee financial statements showing 
the growth of the lines involved, for the information of the committee. 

Senator SCHOEPPEL. We will be glad to receive them. 

Mr. Jonnson. And with reference to the matter of the merger. 

Senator ScuorpreL, Can you get that before us today / 

Mr. Jounson. Yes, sir. 

Senator ScHOEPPEL, Because we want to start on this record. 

Mr. Jomnson. I have a copy of the Flying Tigers Line financial 
statement and will attempt to get a copy of the Slick Airways’ financial 
statement for the information of the committee. 

Senator Scuorprent. You do that and leave it with the chief of our 
staff here. 

Mr. Jounson, Yes, sil 

(The information referred to is on file with the committee.) 

Mr. Jonunson. Before the end of the day mimeographed copies of 
my statement will be supplied to the « ‘ommittee for the use of the com- 
mittee. But in connection with the merger, which has been referred to 
by Senator Monroney, they have had some labor problems with refer- 
ence to the seniority rights of the pilots of both of the companies, 
which has delayed the merger of the Tigers and Slick Lines. 

The merger has bee approved by the stockholders of both com 
panies and also the Civil Aeronautics Board. The situation has been 
resolved so that the merger will be completed next week. 

Senator Payne. How many years have the Flying Tigers been 
operating / 

Mr. Jounson. They came into existence in 1945, 

Senator Payne. How long has Slick been in existence ¢ 

Mr. Jonnson. It came into existence in 1946. 

Senator Payne. How long has Riddle been in existence ? 

Mr. Jounson. Sitting beside me is Mr. Norman Meyers, who is 
general counsel for the Flying Tigers Line, and also a member of the 
board of directors of that company. I do not know the answer to that 
question, and I do not believe Mr. Meyers does. 

Every reason contained in the House Report on H. R. 8898, requir- 
ing the issuance of permanent certificates to local service airlines, 
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applies with equal force to the certified domestic all-cargo carriers. 
The prepared statement which I will submit sets forth those reasons, 
and they will not be repeated now. 

There is one matter which I would like to emphasize, and that is 
the all-ca rgo carriers, which I have referred to, have proven their 
ability to operate successfully without the aid and benefit of 1 cent 
of subsidy. 

In hearings before this committee on proposed revisions of the Civil 
Aeronautics Act, that is, the McCarran bill, testimony has been pre- 
sented by Mr. Robert W. Prescott, preside nt of the F lying Ti iger Line, 
and Mr. L. R. Hackney, executive vice president of the Tr: ansport 
Air Group, setting forth the development and problems of the cargo 
carriers. IL would like to suggest to the committee that if that testi- 
mony might be incorporated either in full or by reference in these 
hearings, we would appreciate that. 

Senator ScnoepreL. I would prefer to make it by reference rather 
than into the record. 

Mr. Jounson. The Air Coordinating Committee in their report to 
the President, with reference to Federal aviation policies, made most 
interesting observations and recommendations concerning air cargo. 
Let me refel to just one portion of the report which reads: 


The combined efforts of the combination-cargo and the all-cargo airlines will 
he needed if we are to develop the type of air-cargo industry required by the 
national interest However, the economic justification for any given all-cargo 
airline must be considered on its own merits This being the case, the instability 
of the domestic certificated cargo lines because of their temporary certificates 
wecomes a serious problem 

What I have just read is followed by this recommendation, which 


is contained in capital letters in the report of the committee. 


\ greater degree of stability Should be given all-cargo carriers when certificated 
by the Civil Aeronautics Board by granting them certificates of sufficient dura- 
tion to enable them to obtain adequate financing 

The F lvi InY Tigers Line and the Slick \irways have pending before 
the Civil Aeronautics Board applications for renewal of their tem- 
porary certificates under which they are presently operating, with 
a request for the following changes: 

(1) Authority to carry airmail and parcel post. 

(2) Aut iority to carry air express. 

The proposed amendment would not enl: arge upon the rights of the 
‘argo carriers other than to make their temporary certificates perma- 
nent. And, although of course we would like this committee to 
Incorporate those rights and grant them, still we recognize the inad- 
visability of at a late date going into that matter. But we would 
like to say at this point, not es with said requested changes and 
said amendment, it is not my intention and should not be the intention 
of Congress to jer ype ardize the rights of the said c argo c ‘arriers to pro- 
ceed further with the applications to secure any changes and obtain 
any such further authorization as the Civil Aeronauties Board may 

find they are entitled to under the Civil Aeronautics Act. 

I wish to offer for the record an exhibit setting forth the routes of 
the United States certificated cargo-only carriers. 

The certificates issued to the cargo carriers authorize service be- 
tween specific areas, and this proposed legislation continues this area 
service. 
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T also wish to submit for the record and for the benefit of the com- 
mittee brief statements giving information concerning the Flying 
Tigers, Slick, and Riddle cargo carriers. 


Senator ScHoOEPPEL. How voluminous are thev ? 
' Mr. Jounson. There is a page for each one. 


Senator ScHorepren. It will be received. 

Mr. Jounson. It is not voluminous and my statement embraces only 
four pages when it is finished. ; 

Senator Scuorprren. It will be received. 

(The information is as follows :) 


RippL_e AIRLINES, INcC., BACKGROUND INFORMATION 


' In the Additional Service to Puerto Rico case, decided January 23, 1951, the 
Civil Aeronautics Board granted Riddle a temporary certificate of public con- 
venience and necessity for a period of 5 years, to operate between New York, 
N. Y., and Puerto Rico, via Miami, Fla 

From the beginning of certificated operations on March 25, 1951, to March 31, 
1954, Riddle accounted for 34,237,630 freight ton-miles, utilizing from 9 to 13 
C46 aircraft 

A comparison of April 1954 with April 1953 will provide some yardsticks of 
Riddle’s increased activity : 

1. Gross revenue jumped 33 percent. 

2. Number of flights totaled 227 compared to 163, a rise of 40 percent. 

3. Flying hours added up to 1,510, an increase of 30 percent. 

$f. Pounds of freight carried totaled 2,562,009 compared to 1,861,619, a 
percent jump. 


Freight ton-miles and revenue 


his Total t Total freigl 
mile revenu 
) 6, 251, 461 $003. TE 
, 10, 778. 490 1, 636, OR2 
l 84, 611 1, G49, BRR 
Began certificated operations Mar, 12, 1951 


Stick AIRWAYS, INC. 
BACKGROUND INFORMATION 


Slick Airways was one of the all-cargo carriers originally certificated by the 

Civil Aeronauties Board in the Air Freight case, dockets Nos. 810 et al. and 730 
, ' et al., on August 12, 1949. 

Certificated for the carriage of freight only, and without subsidy support, 
Slick nevertheless progressed rapidly until it became the Nation’s largest air- 
freight carrier in 1950, retaining its lead until 19538 when it was passed by Amer- 
ican Airlines and the Flying Tiger Line. At the present time, Slick operates 

: ’ 2 DC-6A’'s and 20 C46 aircraft. 

During 1953 merger negotiations were instituted with the Flying Tiger Line, 
Inc. The proposed merger has been approved by the CAB and it is anticipated 
that the final steps to effect the merger will be taken shortly. The merged 
company will operate a fleet of 58 aircraft, including 3 DC-—6A’s, 7 DC—4’s, and 
13 CH46's. The overall route system will total 26,223 miles from coast to coast, 
and personnel will total approximately 2,500. Airfreight traffic volume is 
expected to exceed 100 million ton-miles a year, or nearly half of all the air- 
freight traffic carried annually in the United States. 

Slick’s contributions to national defense have been outstanding. In July of 
1950, at the outbreak of the Korean war, Slick responded to a call from the Navy 
to carry tons of urgently needed ammunition from the east to the west coast, 
for further shipment to Korea. This operation was so satisfactory that Slick 
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continued to operate a contract service for the Navy for 2 years, carrying high- 

| priority freight between Navy bases from coast to coast. In October of 1952 the 
Flying Tiger Line took over the operation of this service and continued it 
through July of this year. 


Domestic freight ton-miles and revenue 


, Freight, | Freight 

Year ton-miles revenue 
1949 ? 3 7, 406, 958 3 $1, 120, 222 
1950 45, 612, 474 5, 304, 851 
1951 67, 890, 612 6, 590, 260 
1952 67, 689, 981 6, 938, 410 
1953 ° 43, 589, 054 6, 277, 017 


Scheduled services only 
? Began certificated operations October 1949 
§ 4th quarter, 1949 only 


THE Frying Tiger LINE INc. 
BACKGROUND INFORMATION 


The Flying Tiger Line was one of the all-cargo carriers originally certificated 
by the Civil Aeronautics Board in the Air Freight case, dockets Nos. 810 et al., 
and 730 et al., on August 12, 1949. 

Despite the fact that the company was certificated for freight only, and with 
out subsidy, Flying Tigers has grown to the point where, in 1953, it was second 
only to American Airlines in the amount of freight ton-miles carried in the United 
States. Tigers carried 51,253,384 ton-miles in 1953, while American carried 
52,319,538 At the present time, Tigers operates 1 DC-6A, 7 DC—4’s, and 28 
C46 aircraft 

During 1953 merger negotiations were instituted with Slick Airways. The 
proposed merger has been approved by the CAB and it is anticipated that the final 
steps to effect the merger will be taken shortly. The merged company will 
operate a fleet of 58 aircraft, including 3 DC-—6A’s, 7 DC—4’s, and 48 C-46’s. The 
overall route system will total 26,223 miles from coast to coast, and personnel will 
total approximately 2,500. Airfreight traffic volume is expected to exceed 100 
million ton-miles a year, or nearly half of all the airfreight traffic carried an 
nually in the United States. 

In addition to commercial freight activities during the past 5 years, the Fly 
ng Tiger Line has contributed greatly to national defense In 1947, even before 
its certification, the company operated a 50-plane airline across the Pacific for 
the Air Transport Command. Since 1944 contract operations for the Defense 
Department in connection with the Berlin airlift, the Korean war, and the mili 
tary buildup, together with the carriage of materiel on Tigers’ regular common 
carriage freight service, constitutes probably the largest single air transporta 
tion contribution to national defense of any airline under the American flag 
Domestically the company operated for 2 years a charter airline for the Navy. 
earrying high-priority freight between Navy bases from coast to coast. This 
service was operated from October 1952 to July 1954, having previously been 
eperated for the Navy by Slick Airways. 


Domestic freight ton-miles and revenue 


Year | Freight | Freight 
ton-miles | revenue ! 

49 3 3, 648, 801 3 $562, 899 
10%) 21, 435, 309 | 2, 934, 362 
1951 ; 29, 173, 038 | 4, 356, 766 
1952 41, 527, 478 | 6, 142, 257 
1953 51, 253, 384 | 6, 054, 211 

1 Scheduled services only 

2 Began certificated operations October 1949 


? 4th quarter 1949 o 
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Senator Scuorrret. Are there any questions / 

Senator Payne. You say that the difficulties that have entered into 
the merger process have been ironed out now ? 

Mr. JoHNson. They have been resolved so that they will be arbi- 
trated, and the Flying Tigers and Slick Cos. will be made parties to 
arbitration proceedings by reason of an order entered by the Civil 
Aeronautics Board just recently. That has paved the way so that a 
merger can be completed next week. That is correct, is it not 

Mr. Meyers. The merger is effective next Monday. 

Senator Payne. Does one of these lines go into Boston ? 

Mr. Meyers. Both. 

Senator Payne. Is there not one of them that goes into Maine too? 

Mr. Meyers. The two carriers are certificated to go to Maine. They 
offer a demand service, but the background of that, Senator, is at the 
time the certificates were first issued there was great hope and antici- 
pation of a large lobster traffic out of Maine. 

Senator Payne. I was thinking of that. 

Mr. Meyers. But the packaging problem has not been solved 
vet. 

Mr. JouHnson. I would like to make this observation. It is inter- 
esting to note the four reasons enumerated by Chairman Gurney 
to why the Board is unable to support: the enactment of the bill 
presented. At least three of them do not apply to the cargo carriers. 
The first one enumerated is: 

Permanent certification would remove the incentive which these carriers now 
have to increase their revenues and hold down their costs ; 

Of course these cargo carriers are not under subsidy. At least they 
have tomake money. 

Senator Payne. They have to pay their own way. 

Mr. Jonnson. Yes. Then he goes on with the second reason: 

It would make more difficult the improvement of the route systems of the 
several carriers. 

Personally I think that argument is very weak. I think, however, 
it applies less to these cargo carriers in that they have trunk lines. 
The third objection is also with respect to the subsidy, and the fourth 
with reference to subsidies, and of course those matters do not apply 
to the cargo carriers, who are not asking for subsidies. 

With ines nce to the financial situation of the Flying Tigers, I have 
here their annual report to their stockholders, which is the last one 
which was printed, for the year ending June 30, 1953. It gives a sum- 
mary on page 23, and I would like to supply this to the committee, 
setting forth year by year their financial situation. 

In 1946, 1947, and 1948, before they were certificated, they lost 
money. In 1946 they lost $200,000. They went in the red in 1947 by 
$778,000. In 1948 they lost $349,000. : 

However, in 1949, the first year that they had their temporary cer- 
tificate, they made a profit with a net income of $124,000. In 1950 
that profit goes to $500,000 and in 1951, $1,400,000 ; in 1952, $1,562,000 ; 
and in 1953, $1,853,000. That is the last year. 

In that connection you will notice in this report the amount of 
income taxes paid by this company since they have made money, over 








142 CERTIFICATES FOR LOCAL SERVICE AIR CARRIERS 


the period of years. In addition to the other general taxes and the in- 
direct Income taxes and other local taxes. 

In 1949 there was $4,000: in 1950, $7,000: in 1951 $1,409,000: in 
1952, $784,000; and in 1953, $748,000. 

I would like to supply this particular document for the committee. 

Senator Payne. How much personnel are with the Flying Tigers ¢ 

Mr. Jounson. As I understand it—and Mr. Meyers can correct me 

f | am not correct—my understanding is there will be about 2,500 em- 
ployee > when the merger Is completed. 

Senator PAYNE. When the merger is completed / 

Senator ScHorpPe.. That financial statement as submitted there 
\\ 1] become a part ot the record by reference only. 

Mr. Jounson. All right, sir. 

Senator Monroney. Could J ask, are you flying re oul: irly all of the 
route mile ige you are asking for in the or: andfather cert ific ate ? 

Mr. Jounson. Mr. Meyers can answer that. 

Mr. Meyers. It is a difficult question because we have a peculiar 
type of situation. We have what is known as an area certificate. We 
are authorized to fly between points in one area to points in another 
area. Weare flying regularly between points in each area. However, 
we are not fly ing between each point in eae h area directly. 

Senator Scnoerre.. In other words, you are not flying a tight 
schedule on those ¢ 

Mr. Meyers. We are not flying a tight schedule such as the passen 
ger line does. ‘That is correct. 

senatol MonNRON!I cs. The reason for iy question was I was wonder- 
ng whether in a permanent certificate we would be freezing a route 
pattern that was not being flown regularly. In other words, we do 
not want to give a monopoly on a lot of service that you would be 

eriting under a grandfather clause which was not actually served 
at the time. 

Mr. Meyers. We are presently offering service to each point to which 
ve are certificated. At some po nts we serve it ona regular basis and 
have stations: and other points on a demand basis. even though cities 
to which we furnish regular service have days in which there is no 
freight to and from the city: and in that event the plane does not 
land there. 

Senator MONRONEY. You do not land if there is no cargo ¢ 

Mr. Meyers. That is right 

Senator ScuorpreL. Any further questions, Senator Monroney 4 

Senator Monroney. No. 

Senator SCHOEPPEL. Senator Payne? 

Senator Payne. No. 

The following material was submitted for the record :) 


STATEMENT OF RANDY HASKELL HAMILTON, DIRECTOR, DEPARTMENT OF FEDERAI 


AFFAIRS, THE AMERICAN MUNICIPAL ASSOCIATION ON S, 3759, H. R. S898 


Mr. Chairman, members of the committee, the American Municipal Associa- 


tion, the national association of 12,000 municipalities in 44 States, favors passage 
f S. 3759 (CH. R. 8898) 


We note that these bills are in compliance with the recent recommendations of 
the President's Air Coordinating Committee. This eminent group of respected 
experts recommended to President Eisenhower that certificates of unlimited dura- 
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tion authorizing “permanent” air operations be granted to many so-called feeder 
lines. Representing local government on the city and town level, we are glad to 
concur in and support this recommendation 

Air travel is particularly important to our nation’s growing areas in the West 
and in the Rocky Mountain regions In this area a whole new phase of ou 
national development is keved to life in the air age. The airplane is playing 
a major part in the development of certain of these areas. The parallel between 
the importance of the railroad and the growth of certain of our Nation’s areas 
and the importance of feeder airlines and the growth of certain other of our 
Nation’s areas is startingly striking. 

In the State of Utah, for example, feeder airline operations are playing a major 
role in the development of the oil and uranium industries. These are new 
industrial developments in that State. They are important developments not 
only for Utah but for the importance which they bear in our Nation's defense 
potential. It is necessary to establish this air service on a permanent basis. For 
example, Vernal, Utah (which is 180 miles east of Salt Lake City), does not 
have railroad service. The only way to serve this greatly booming area, other 
than by highway, is via the airlines. The contribution of the so-called feeder 
tirlines to the tremendous oil strikes in that area are immense 

Similarly so in southern Utah. Around Moab there is a tremendous uranium 
boom. Ido not need to dwell on the importance of uranium in the atomic age 
The closest railroad to Moab, which is in the heart of the uranium prospecting 
area, is 100 miles away \ir transportation, naturally, fills the need for fast, 
dependable transportation 

If the great intermountain area of the United States is to keep pace with its 
industrial development, feeder routes into Salt Lake City on a permanent basis 
are essential so that they may ship the necessary industrial tools to the fast 
growing industrial areas 

Now you may agree that this is all true, but ask: “Well, why are the munici 
palities interested in granting these companies certificates of unlimited dura 
tion?’ The answer is simple. 

This Nation’s airport system was built largely as a result of Federal-municipal 
cooperation. Cities own and operate the major airports of the Nation, They 
are the chief proponents of a national system of airports and have sponsored 
and fought for the provisions or the Federal airport program. Municipalities 
in the intermountain area plan to follow in this tradition, and indeed to go be 
yond the partnership basis and develop many of these airports using substantial 
amounts of local tax funds. It would be unreasonable to expect the munici 
palities of the intermountain area to pay for and to get into bonded indebted 
ness to develop these airports as long as the users of them are on a “temporary” 
basis. It is difficult enongh to get local bond issues approved, without trying 
to do so to improve an airport at which a substantial portion of the operations 
are, by definition, “temporary.” 

The municipalities staud ready to develop these airports, within the limits of 
their financial resources and governmental responsibilities. But they cannot be 
expected to do so unless they have some assurance that the operations at those 
airports are of “unlimited duration.” This can only be assured by granting cer- 
titicates of “unlimited duration” to the operators. The granting of such certifi 
cates would indicate to the municipalities which are concerned with this problem 
that there Was a permanent public good to be gained in improving facilities 
and developing airports because the operations thereat were of a “permanent” 
nature. Conversely, failure to grant such certificates would indicate that the 
operations were not of a “permanent” nature. Therefore, municipalities would 
be hesitant and reluctant about spending taxpayers’ dollars to develop and im- 
prove airports at which the operations were on a tentative basis. 

The American Municipal Association will be pleased to present any additional 
material you may desire. 


Senator ScuorpreL. Thank you, gentlemen. This will then con- 
clude this series of hearings and we will stand by subject to the order 
of the chairman. In all probability the record will be closed. 

(Whereupon, at 1:25 p. m., the hearings were concluded. ) 
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(The following material was submitted for the record :) 


COMPTROLLER GENERAL OF THE UNITED STATES, 
Washington, July 30, 1954. 
Hon. JoHN W. BricKer, 
Chairman, Committee on Interstate and Foreign Commerce, 
United States Senate. 

Dear Mr. CHAIRMAN: Reference is made to your letter of July 16, 1954, re- 
questing any comments the General Accounting Office may care to offer concern- 
ing S. 8759, S38d Congress, 2d session, entitled “A bill to provide permanent certifi- 
cates for local service air carriers.” 

Since there is no subsection 301 (d) of the Civil Aeronautics Act of 1938, as 
amended, it is presumed that the reference in the bill to subsection 301 (d) is in- 
advertent and should refer to subsection 401 (d), 49 United States Code 481 (d). 
Also, if the intention of the bill is to allow 120 days after enactment of the bill 
to file applications for certificates thereunder, the word “section,” in lines 10 
and 11 of page 1, apparently should be changed to “subsection.” This appears 
necessary since it is not clear from the language now used whether the applica- 
tions referred to in the bill must be filed within 120 days of the original enact- 
ment of section 401 (d), June 23, 1938, or the enactment of S. 3759 

This Office has no information concerning the need or desirability of the pro- 
posed legislation and, consequently, except as set forth above, I have no comments 
to offer with respect thereto. 

This report is furnished in triplicate as requested. 

Sincerely yours, 
E. L. FISHER, 
icting Comptroll r General of the United States. 


AFRONAUTICAL TRAINING SOCIETY, 
Washington, dD e733 July 26, 1954. 
Hon. JOHN W. BRICKER 
Chairman, Senate Interstate and Foreign Commerce Committee, 
Washington, D.C. 


Deak SENATOR BricKeR: We are glad to hear that the Senate Interstate and 
Foreign Commerce Committee is going to start hearings July 27 on H. R. 8898 
because we believe that the more closely you and other members of the com- 
mittee examine the problem of the local service airlines the more convinced you 
will be of the usefulness of such operations to our country and the need of these 
carriers for permanent certificates 

Members of Aeronautical Training Society during World War IT trained nearly 
250.000 cadets for the United States Air Force and our allies and have at one 
time or other provided civil or military flight instruction to approximately two- 
thirds of all United States airplane pilots so we should like to point out several 
aspects of this problem which might be overlooked by Americans who may not 
have lived with the problems of aviation through the Korean emergency, 2 world 
wars and 3 aviation depressions. There are some factors which are apparent 
to students of the question and which we believe earnestly merit your considera- 
tion 

1. The training of a pilot to the state of proficiency required for employment 
as a pilot or copilot of an airline is considerable even when done by most efficient 
American trainers such as members of ATS. The dollar cost of training new 
pilots having corresponding hours of flying time and proficiency would be many 
times the cost of the so-called subsidy which the regional airlines receive in any 
year. (If this be deemed an expression counter to self-interest from the secre- 
tary of an association engaged in aviation training, make the most of it.) 

2. The regional carriers maintain airline pilot level proficiency for an esti- 
mated 1,000 pilots and copilots. 

3. There is severe civil pilot shortage throughout the free world. The United 
Kingdom in now considering a subsidized program to assure the training of ade- 
quate numbers of civil pilots because of its shortage which looms ahead, (See 
the enclosed report of the Air League of the British Empire.) 

4. In the event of national emergency the pilots and ground crews would pro- 
vide a sizable portion of the airlift personnel required for manning the war 
service pattern and civil reserve air fleet. 
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5. Civil pilots have a longer useful span of service than military pilots assign- 
able to combat missions. Because of their extended background experience they 
constitute not only a major peacetime asset but immediately irreplaceable one in 
an emergency. 

6. In a typical year so-called subsidy payments to regional airlines might run 
around $23 million. A student of the matter has estimated that since World 
War I, this country has given, loaned, or lend-leased some $74 billion to British 
Empire countries. That is $74 billion or an amount sufficient to pay the 
regional airline “subsidy” bill at its present level for some 8,000 years, This is 
not to decry aid given our British allies but simply to suggest that come peace 
or war this token $28 million yearly investment in United States airpower seems 
a modest and completely justified request. 

7. Regional airlines like other aviation ventures cannot continue to exist if 
additional financing is unobtainable. Financing is difficult if not impossible 
without permanent certificates for the local-services carriers. Investors in most 
regional airline stocks have never had a cent of dividends. While they are 
patriotic Americans they cannot be expected to risk more funds for investment 
(in an industry which can be and would be commandeered for war emergency 
in 48 hours) unless Uncle Sam indicates some present intention of picking up 
his reasonable part of the check for maintenance of this going airpower asset. 

Because of these considerations and on merit we ask you and other members 
of the Senate Commerce Committee to enact H, R. 8898 and to assure permanent 
certificates for regional carriers. 

Sincerely yours, 
Wayne WEISHAAR, Secretary. 


AIR LEAGUE OF THE BRITISH EMPIRE 


Londonderry House, 19 Park Lane, London W 1 


The Minister of Transport and Civil Aviation has received from Air Chief 
Marshal Sir Guy Garrod, chairman of the Air League of the British Empire, a 
a memorandum containing a scheme for the training of pilots for civil aviation, 
which has been drawn up, following several months’ study, by a working party, 
over which the chairman of the air league presided. 

The bodies represented on the working party, who have given the resulting 
scheme their full approval, include, in addition to the air league, the two na- 
tional airlines, British Overseas Airways Corp. and British European Airways 
Corp., the British Independent Air Transport Association, the Guild of Air 
Pilots and Air Navigators of the British Empire, the British Air Line Pilots’ 
Association, and Airways Ltd. 


MEMORANDUM ON THE SUPPLY OF PILOTS FOR CIVIL AVIATION 


Prepared by 

Air League of the British Empire 

Airwork 

British European Airways 

British Independent Air Transport Association 

sritish Overseas Airways Corp. 

British Air Line Pilots’ Association 

Guild of Air Pilots and Air Navigators of the British Empire 
TInadequacy of present supply 

1. For several years civil air operators have felt increasing anxiety concern- 
ing the future supply of commercial air pilots. As long ago as 1947, this anxiety 
led to the appointment of the Wilcock Committee on Recruitment, Training, and 
Licensing of Personnel for Civil Aviation. Events have proved that it is inad- 
visable for civil aviation to look exclusively to the Royal Air Force for its sup- 
ply of pilots. 

This source of supply may have been adequate for civil aviation in its early 
days, but it is no longer satisfactory as the sole, or even the main, source. When 
the Air Ministry decided after the last war to train a large number of national 
service men to be pilots, it was hoped that this would provide a sufficient flow 
into civil aviation of pilots who had completed their national service. Never- 
theless the shortage of suitable candidates for civil aviation persisted, and 
during the last few months the siutation has been further aggravated by a 
change of policy which will restrict the future number of service pilots, and 
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will discontinue the pilot training of national service men, other than those 
electing to continue in the service. It is now urgently necessary to place the 
recruitment of pilots for civil aviation upon a firm and permanent basis 





~ It is not merely a question of an insufficient number of candidates from the 
Roval Air Force. Experience has conclusively demonstrated that for reasons 
given later the quality of the great majority of candidates offering themselves 
from the Royal Air Force in recent Vvears falls short of both the personal and 
technical standards required of a civil pilot 

3. Furthermore the flow of snitable ex-Royal Air Force pilots is bound to 


fluctuate, whereas the civil air operators require a planned intake, related to 
their predictable needs 


$. It is, therefore, necessary firstly to insure that future candidates shall pre 





duce progressive sequence of age groups, and secondly, to train the future 
pilots of civ aviation starting from the age groups which are normal for boys 
embarking on any professional careet 
Ny) wqguatlitic required in civil atrline pilots 
While there is no suggestion that the civil aviation industry will not be 
able to find a proportion of pilots from the Royal Air Force, there are severa 
eHSO! vhy, apart from fluctuations in the number of Royal Air Force candi 
dates, civil aviation cannot rely on this as the sole, or even the principal, source 
Of supply In the first pl Le wl e CI\ aviation demands me of the highest 
tv, the best of the young Royal Air Force officers are retained by the sery 
eon peru nent COMMISSIONS Consequently, those leaving the service must in 
rge proportion of men falling below the standards which the service 
ad the operators both require in men who are to occupy highly responsible 
| Ol for many ears, and whose training will be cost In other words, 
mis competil n the same field and for the same type of person a 
the Re \ir Force itself, and as other professions 
6. The modern civil pilot must be of a sufficiently high academic and intelles 
indard to enable him to pass the severe examinations necessary to secure 
bat initial professional qualifications, and those advanced licenses which 
equired during his subsequent progress to the rank of senior captain He 
does not receive in the Royal Air Force the type of technical training which is 
res red for his future career as a il pilot This is because the technica 
equirements of the Royal Air Force and the civil pilot are, in many respects, en 
tine different The civil pilot's career, unlike that of the Royal Air Force of 
fice is exclusively concerned with flying, and with the procedures and tecl 
ques employed i iirline operation, hich call for mathematical, engineering 
d even scientific training above the general standard required of Royal Ait 
Force pilo 
7. Parti ar emphasis 1s laid on the need for the ivil plot to have a sound 


background of aviation engineering which might well be acquired during the 
period of initial training which is envisaged in this memorandum 


S. He is also required to have wide knowledge of radio procedures, to be a 
qualified navigator, and to be familiar with international rules and regulations 


nd control systems 

% The yvoung Roval Air Force officer does not need the technical grounding to 
enable him to proceed to these advanced studies in flying techniques because 

career will not be exclusively occupied with flying. His technical studies in 

s early years are primarily concerned with such things as gunnery, air fighting, 
bombing, and air tactics 

10. There are further important considerations in the field of personal, as 
distinct from technical qualities. Not only does the civil airline pilot require 
commercial and public relations sense, and a knowledge and understanding of 
missenger requirements; but his whole approach to his job is temperamentally 
different from that of the service pilot. The main requirements in a civil pilot 
are safety and reliability The main requirement in a service pilot is the 
determination to complete his mission in the face of the enemy disregarding, if 
necessary, the safety of himself and his crew The longer a pilot has spent in 
the service, the more difficult becomes the mental conversion to the attitude of 
mind required in the civil pilot 


Recruitina polic uv for commercial pilots should be the same as for other pro- 


feESS1IONS 


11. Air operators, therefore, are compelled to consider a recruiting policy 
which will produce a planned intake of pilot recruits, based on the fundamental 
consideration that recruitment to the profession of civil air pilot should be 
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approached in exactly the same way as to any other profession, as regards early 
age entry, graduated training, and facilities for financial assistuce. By finan 
cial assistance is meant such grants-in-aid or public scholarships as are available 
to any young men working up to a university degree or professional] diploma. 

2. After a thorough review of the above considerations the parties who have 


prepared this memorandum put forward the following scheme: 


Nelection 

13. Recruits for the profession of civil air pilot should be sought in the 
group of 16 to 18 years. Candidates must be up to the educational standard of 
the general certificate of education with a bias toward science and mathematics. 
Having passed a strict medical examination, they would then go before a selec 
tion board composed of representatives of the operators, of the Ministry of 
Transport and Civil Aviation, the Board of Education, and such other bodies or 
interests as might be thought necessary If selected, they would then be sent 
for a flying aptitude test, and subsequent acceptance would depend on the 
instructor's report after up to 8 hours’ flying 





1b initio training 

14. The candidate could either then continue in some employment, undertaking 
technical training at evening classes, or could remain at school whole time 
luring this period, he would, in addition to his technical or school education, do 
some 50 hours’ flying, and would be required to pass the tests for a private pilot's 
iwense. This flying training would be done at a civil flying club, possessing a 
qualified instructor To cover the expense, the selected candidate would be 
rranted a flying scholarship 


Jurther training 


1D. The candidate, having successfully completed his ab initio training, would, if 
again approved by the selection board, train for the next 2 vears for his com 
mercial pilot’s license and instrument rating at an approved establishment which, 
it is strongly suggested, should be one of those already engaged on such training 


ae 
\t the end of this time the pilot will have completed at least 250 hours’ flying 
time including his grading and initial flying, of which 100 hours will be on light 
twin-engined aircraft. Having gained the commercial pilot's license (for which 
the minimum age is 18) and having continued his studies toward more senio 
qualifications, he will be eligible for employment by an air operator. Any fim 
ther advanced training for the more senior pilots’ licenses, and other licenses 
which might be required, would be at the expense and in the time of the opera 


tor with whom he might find employment 
National service 


16. It is essential that any candidate selected for training under this scheme 
shall be exempt from national service. The existing possibility of the defer 
ment until an entrant has taken his pilot’s and other examinations, is of no value 
and, in fact, creates only hardship for the reason that pilots’ licenses require 
renewal every 6 months. In this respect the civil pilot is different from the 
merchant navy officer, whose certificates once secured, are not subject to this 
periodical renewal 

17. Since a qualified civil airline pilot becomes immediately available for 
national service in the time of national emergency, the value of his training as a 
pilot is as great as, if not greater than, any normal period of national service 
that the individual might otherwise be called upon to undertake 


The nunibe wt olved 


18. As far as can be estimated there will be a wastage of at least 5 percent per 
annum amongst civil pilots during the next few years. This means that some 
70 to 120 pilots will be required annually as recruits to civil aviation, having 
already obtained their commercial pilot's license. The number of 70 is an abso 
lute minimum rising to 120 within 2 or 3 years as civil aviation develops. There 
will inevitably be a fairly high percentage of wastage amongst the recruits and 
it will be necessary to offer courses to some 400 boys annually, in order to ensure 
that at the end of the three-years’ training period 70 to 100 are produced 


The cost involved 


1). Costs will be largely determined by the wastage rate during training, and 
it would be idle to pretend that the wastage rate will not be fairly high. 
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20. The training wastage may be in accordance with the following estimates: 
400 commence training 
150 fail after an average of 20 hours total single-engine flying 
100 fail after an average of 50 hours total single-engine fiying 

75 fail after an average of 140 hours total single-engine flying 

75 complete training 

21. The above gives a total of 29,750 hours of single-engine flying and a mini- 
mum of 7,500 hours twin-engine flying gased on estimates of £3 per hour for 
single engine and £15 per hour for twin-engine flying the total cost would be 
£89,250 plus £112,000 that is, £201,250. To this must be added approximately 
£50,000 per year for other training and subsistence, making a possible expenditure 
of £250,000 per annum. It is not considered that the cost is high having regard 
to the cost of aircraft used in civil aviation and the great responsibilities falling 
on the crew. 


How the scheme will be financed 


»» 


22. The scheme should be financed through the existing educational channels 
by means of State scholarships, as are already awarded for university training. 
The cost borne by airline operators in giving advanced training to pilots after 
their initial engagement is already very high and it is not thought that the 
operators can be expected to pay more than they already do. 


{dministration of the scheme 


Oo 


23. The whole project would have to be administered by a board on which 
there would be representatives of the Ministry of Transport and Civil Aviation, 
the Ministry of Education, and the operators and such interested parties as 
those who have prepared this memorandum. 


Conclusion 


24. An adequate supply of civil air pilots is a matter of high national im- 
portance, since air transport is an essential element of airpower and is also of 
the highest importance to this country’s trade and commerce. 

25. Experience has definitely proved that reliance cannot be placed on the 
supply of potential civil pilots from the Royal Air Force because of the uncertain 
number available, whereas a planned intake is essential, and also because of the 
quality of the candidates offering themselves. This, in turn, arises firstly from 
the fact that the Royal Air Force naturally does its utmost to keep its best 
officers on permanent commissions. In other words, the Royal Air Force and 
civil aviation want the same quality of men. In the second place, the civil pilot 
needs a specialized training, in many respects quite different from that designed 
to meet the requirements of the Royal Air Force, and there is a corresponding 
difference in the temperamental approach to his job required of the civil pilot 
compared with that of the military pilot. 

26. The scheme herein put forward makes no claims for financial assistance 
for civil air-pilot recruits which may not be available to other young men aspiring 
to university degrees or to technical or professional qualifications. The candi- 
date, or his parents, will be expected to shoulder at least a share of the cost of 
his maintenance while under training. In addition to the sums required to fi- 
nance grants-in-aid or scholarships from public funds, the air operators will 
themselves incur a very substantial commitment, because the proposed scheme will 
only cover the acquisition of the barest qualifications of a commercial pilot, 
and the cost of the further necessary and expensive training, continuing over a 
long period, will fall on the employer. 

27. It is essential, for the reasons given above, that the training should be 
placed on precisely the same footing as similarly situated members of the mer- 
chant navy, and for the same reason, with the additional consideration arising 
from the obligatory renewal of an air pilot’s license every 6 months. 

28. The developing situation in regard to the supply of civil air pilots is such 
that immediate action is required. 


JANUARY 4, 1954. 
Mr. CHARLES O. CARY, 
Rarecutive Secretary, Air Coordinating Committee, 
17th and Constitution Avenue, Washington, D. C. 

Dear Mr. Cary: On November 4, 1953, the Aeronautical Training Society 
addressed a letter to the Air Coordinating Committee concerning the aviation 
policy review that is being undertaken by the Committee at the direction of the 
President In our November 4, 1953, letter we listed five subjects which the 
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board of directors of the Aeronautical Training Society considered to be items 
of major importance and requested the opportunity to submit appropriate writ- 
ten and/or oral presentations to the Air Coordinating Committee concerning our 
position with regard to them. 

At this time, we desire to submit our written material concerning the follow- 
ing two subjects: (1) Advisability of granting permanent certificates to effi 
cient regional air carriers, and (2) development of efficient and adequate local 
service-type aircraft. 


ADVISABILITY OF GRANTING PERMANENT CERTIFICATES TO EFFICIENT REGIONAL AIR 
CARRIERS 


he local airlines were originally certificated by the Civil Aeronautics Board 
in the period 1945-49 to provide a new type of scheduled air service between 
the smaller intermediate cities of the United States and cities that are major 
air-travel terminals. At the present time, 14 local airlines are serving 193 
intermediate cities and approximately 150 principal air travel terminals which 
are in fact connecting points with the trunk airlines. 

All of the local service airlines have completed operations under their original 
authorizations, and within the next 21 months, 8 of the local service airlines 
will have completed operations under their first renewal period. The original 
certificates were issued for periods of 3 years by the Civil Aeronautics Board, 
and the first renewal certificates were issued, in most instances, for periods of 
5 years. The Board, in the renewal proceedings of Mohawk Airlines and Pied 
mont Airlines, granted 7-year renewals as a recognition of the achievements 
accomplished by the 2 airlines, and thereby established an incentive to other 
local airlines to strive for comparable results. In view of the fact that the 
second round of certificate renewals will be before the Civil Aeronautics Board 
in the next 2 years for consideration, it is recommended that the Government 
adopt a policy of issuing permanent certificates, or, as a minimum, the continued 
certification of the local carriers for a 7- to 10-year period. The local carriers, 
as a group, have had difficulty in raising essential capital, and some of their 
difficulties are the direct result of inadequate working capital. The issuance 
of permanent certificates or temporary certificates for a duration of 7 to 10 years, 
will substantially assist the local airlines in raising essential capital. In addi- 
tion, long-term certificates will make it possible for the local airlines to enter 
into long-range commitments that will assist in their continued and more rapid 
development 


DEVELOPMENT OF EFFICIENT AND ADEQUATE LOCAL SERVICE-TYPE AIRCRAFT 


The local airlines are providing scheduled air service with a fleet of approxi 
mately 150 Douglas DC-8 type airplanes. This airplane is now approximately 
19 vears old and is obsolete because of the progress that has been made by 
aircraft manufacturers in the design and construction of airplanes in the last 
10 to 15 years. It is possible now to build an airplane that can carry a larger 
payload and operate at a cost per mile or per hour which is comparable to, and 
possibly less than, the DC-38. All experts agree that the seat-mile cost of a 
new modern design engine airplane for the local airlines would be substantially 
less than that now being experienced with the use of the DC-—3. 

In 1947 and 1948 the Congress set up the Congressional Aviation Policy 
Board, and at about the same time, there was created by the President the Presi 
dent's Air Policy Commission. Both of these agencies conducted extensive 
studies and came forward with many recommendations. Both recommended, 
among other things, that the Federal Government take an active part and par 
ticipate financially in encouraging the development of improved types of trans 
port aircraft. 

In May 1952 the Senate Interstate and Foreign Commerce Committee held 
public hearings on four bills relating to prototype aircraft development. One 
of the bills that was considered by the Senate committee was S. 1402, which 
was a bill to provide for the design, development, and construction of an air- 
craft suitable for local-service airlines. The House Interstate and Foreign 
Commerce Committee in July 19538 held hearings on H. R. 3607, a bill introduced 
by Congressman Carl Hinshaw, which is identical in purpose with S. 1402 of 
the 82d Congress 

On July 28, 1953, as the result of the hearings held by the House Interstate 
and Foreign Commerce Committee, Congressman Hinshaw introduced H. R 
6482 to provide for Federal participation in the design, development, and service 
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testing of transport aircraft suitable to the needs of the local service airlines 
and for other purposes 
Because of the limited market for a new airplane suitable to meet the needs 
f the local carriers, there is little prospect of any United States airframe 
anufacturer going forward to build such an airplane in the near future without 
the appropriate stimulus by the enactment of Federal legislation similar to that 


proposed in H. R. 6482 now pending before the Congress It is therefore 
recommended that the Air Coordinating Committee endorse the principle of 
the legislation and during the second session of the S8d Congress take appro- 
priate steps to assist in the passage of H. R. 6482 

Sincere vours 


WayNE WEISHAAR, Secretary. 


MEMORANDUM 


New York 17, N. Y., July 21, 1954. 
[lo JAMES H. DUFt 
C te Office Building, 
Washington, D.C. 

DEAR Senator Durr: In compliance with your request, I am taking this 
opportunity to file an urgent plea for you to do everything that you can to obtain 

permanent operating Certificate for Allegheny Airlines. It is my understanding 
that a bill is before the Senate at this time requesting this certificate. 

You are undoubtedly familiar with the fact that Allegheny Airlines operates a 
great majority of its flights in Pennsylvania Last vear, the line flew a total of 
213.666 passengers, and their estimated total for 1954 stands at approximately 
263,000 rhey are about to take aboard their millionth passenger toward the end 

this month. Their expansion has been both rapid and efficient, and if you care 

heck with the officials at any of the numerous cities that they serve in Pennsyl 
certain that you will find real enthusiasm for the job that Allegheny 


The issuance of a permanent operating certificate will put them in a much more 


tenable position, with respect to future operations and permit them to further 
nsolidate their present position As you know, they have requested a hearing 
before the Civil Aeronautics Board to argue for a change in their current mail 
mtract, which is geared to a sliding scale, and which actually penalizes the line 
for every mile they fly over 7.500 in 1 day 
Chis penalty has the effect of limiting Allegheny’s ability to realize the potential 


from the standpoint of top efficient scheduling in the Pennsylvania area 
The bill is of equal importance to the communities served, from the standpoint 
airport development programs, and the assuring to new industries of continu 
Ous alr service 
The issuance to Allegheny of a permanent certificate would remove any uncer 
tainty as to what they could expect in future years, and they will then go about 
the business of obtaining a fair and reasonable contract to permit them to 
efficiently expand their local operations without penalty 
(Allegheny is primarily serving the State of Pennsylvania, and is doing a fine 
), and anything that you can do to help them will be sincerely appreciated. 
Kindest regards 


Sincerely 


WILLIAM ZECKENDORF. 





DENVER, CoLa., July 27, 1954. 


Senator Kpwin C. JOHNSON, 
Nenate Office Building. Washington, D. ¢ 


If possible please bring before Commerce Committee my views regarding per 
Inanent certification Frontier Airlines. Frontier forms extremely vital link in 
western transportation chain. Other means of rapid dependable transportation 
and communication have deteriorated rapidly in recent years. If Colorado is 
to continue development so necessary to national economy we must place 
Frontier on a permanent basis so that they may develop a long-range program. 
Given the opportunity they will be successful in business and even more im 
portant to the west 

Brerr GRAY, 
Krecutive Sceretary, Colorado Wool Growers. 
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